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PROPOSED METHOD OK COND'.’CTINO AIR 
FREIGHT FORWARDING Sr /VICES 

This Exhibit describes the manner In which REA Express, 

Inc. proposes to provide air freight forwarding services (as 
"REAF") in addition to continuing to provide Air Express service. 

Markets to be Ser /ed 

REA believes that there Is a large market for air freight 
forwarding In the smaller communities which are not now adequately 
served by the a'r freight forwarders. It proposer,, therefore, 
to develop and conduct to the greatest extent permitted by market 
conditions an air freight forwarder business In the 374 communities 
served by scheduled air service In vhlch REA presently maintains 
a salaried office. These conmunitl*s are listed at pages 20-23 
of this Exhibit. As Exhibit No. RE f .-326 demonstrates, over 
three-quarters (283) of these communities are not now served 
by a salaried office of any air freight forwarder. In addition, 
of course, REAF will be intermodall.. Integrated with REA's en¬ 
tire network, so that any shipper c.n utilize REAF and move ship¬ 
ments beyond the terminal area in this manner. 

The focus of REAF will be its airport offices at the 
following airports: 


Atlanta 

Da liar. 

Baltimore 

Dayto- 

Boston 

Denve: 

Buffalo 

Detrolt 

Chicago 

Hartff d 

Charlotte 

Ho us U 1 

Cincinnati 

India:, polls 

Cleveland 

Jacksc ivllle 

Columbus, Ohio 

Kansa: City 


<- 
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Los Angeles 

Louisville 

Memphis 

Miami 

Milwaukee 

Minneapolis'St. Paul 

Nashville 

New Orleans 


New York (JFK) 

Phoenix 
Philadelphia 
Pittsburgh 
St. Louis 
San Francisco 
Seattle 

Wsjhington, D. C. (National) 


If the volume of air freight originations at any air¬ 
port office becomes too large to be handled at the REA air¬ 
port office at these locations without hindering the quality 
of Air Express service, consolidations will be made at the 

REA combination air-surface office rervlng the airport city 

1 / 


and containers trucked to and from the airport office. - 

Each ffiAF center will be staffed by an air freight 
specialist, expert in making consolidations. In addition 
to providing air freight forwarding services to tho areas 
around them, the REAF centers will aeconsolidate and break- 
bulk air freight originating and terminating at the feeder 
stations located at the 340 other coimminities in which REAF 
will operate. 


C onsolidation Policies 

Freight received at an REAF center will be forwarded 

the same day it is received. Similtrly the feeder offices 

will dispatch a consolidated shipmert to the closest REAF 

2 / 

center at the end of each work day.” Each feeder station 


1/ The term "REAF center," therefo*e, as used in this des¬ 
cription, may include the REA combination office, as well 
as the airport office. 

2/ These policies, of course, are Jubject to the variations 
which may be imposed by airline schedules at any particular 
point. 
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will retain D-type containers on hand in which to dispatch 
containerized shipr.'.'nts to the closest REAF center, where 
the container will be emptied and the freight (if not destined 
for the community in which the center is located) will be 
reconsolidated for forwarding. 

REAF Center Operations 

Each REAF center will be responsible for receipt of 
air freight originating there as well as air freight orig¬ 
inating in REAF feeder stations, preparation of the REAF 
waybill and the master airline waybill, consolidation o 
traffic to other REAF centers, delivery of the container¬ 
ized or loose consolidations to the airlines, receipt of 
consolidations from other REAF centers, and distribution 
of the freight to the REAF center's community and to the 
REAF feeder stations, 

SPECIFIC FUNCTIONS 

A. Receipt of traffic from feeder stations and 
delivery of it, or distribution of it among consolidated 
shipments for leshlpraent. 

B. Breakdown and delivery or distribution of con¬ 
tainerized and loose traffic received from othor REAF 
centers. 

C. Loading of containers and/or preparation of 
loose consolidations for forwarding to other REAF centers. 

D. Preparation of master manifest listing individual 
shipments by REAF waybill number which ar« consolidated ana 
forwarded under the airline's master waybill, the name of 
the airline, the date of the shipment, the weight of each 
shipment in the consolidation, and the total weight of the 
consolidated shipment. 
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E. Pre-advice telex to REAF centers on traffic for¬ 
warded indicating: 

1. Master air waybill number 

2. Flight and date 

3. Number of pieces and weight. 

F. Tracing. 

Freight will be handled at REAF centers in the follow¬ 
ing manner. 

RECEIPT OF TRAFFIC 

Traffic will be received at REAF centers from the 
following sources and REAF waybills will be prepared in the 
following manner: 

A. Public 

1. Waybills will be prepared b^ the REAF 
employee receiving the freight. 

B. Outside Draymen 

1. Waybills will be prepared by the REAF 
employee receiving the freight. 

C. Other Forwarders 

1. Waybills should be prepared in advance by the 
forwarders utilizing REAF service on a joint¬ 
load basis. 

2. Shipments can be forwarded collect or prepaid. 


but if prepaid, the forwarder wishing to Joint¬ 
load must have a valid credit account with REAF 
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D. Feeder Locations 

1 . w^AF feeder locations will bulk deliver 1 

traffic .it dr freight to the REAF centers 

for delivery or forwarding. 

2. Waybills for this traffic will have already 
been prepared at feeder office originating 

the traffic. I 

3. The REAF center will prepare a receipt for 

the traffic received from the feeder office. I 

OUTBOUND PREPARATION ; . 

1 ' * 

I 

Traffic received will be forwarded to other REAF 
centers In tvro ways: 

1. Containerized 

2. Loose 
Containerized 

Containers designed for heavy markets will be spotted 
in designated areas and pre-loaded upon receipt of traffic. 

Shipments which will move in a container need not be 
labeled with other than the master waybill number, since 
the container will move as a slngl. unit to be opened by 
the REAF center at destination. 

A manifest with clipboard wiil be affixed to the 
outside of the container end trafl c placed In the con¬ 
tainer will be recorded on the man'fest by: 

(a) Waybill number of each shipment 

(b) Weight of each shipment 

(c) Date of shipment 

(d) Final destination code 





1650(a) 

C.A.B. Docket 22388 Exhibit No. REA-401 

Page 6 of 37 

(e) Weight of total consolidated shipment 

(f) Name of the airline and number of Its waybill. 
After the container is filled, a copy of the manifest 

will be placed in the container, and an airline waybill will 
be prepared showing: 

(a) Total pieces and gross weight 

(b) The number of the container 

(c) The airline flight booking 

(d) Designation of REAF center receiving the shipment. 
The outbound REAF center will then telex this Informa¬ 
tion to the receiving center. 

Container Types 

Types A, B, C and D containers will be utilized when 
loads permit. 

Spotting of the proper container will be made by the 
Terminal Manager, utilizing his knowledge of the dally load 
trends to specific REAF centers. 

Loose Consolidations 

When there Is insufficient traffic to build up a 
container, the shipment will be turned over to the airline 
as a loose consolidation. 

Loose consolidation of the traffic will be accumulated 
in a spotted area of the REAF center and the manifest pre¬ 
pared In the same manner as it is for containerized cargo. 

After the lot is completed and the manifest totals 
added up, the REAF consolidator will issue an air carrier 
waybill. 

Because the shipment will be roving as loose traffic, 
each piece of the consolidation must, be labeled with: 



D 
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(a) The master airline air waybill number 

(b) The total number of pieces of the consolidation 

(c) The destination airport code. 

The consolidator will then attach the shipping copies of 
the air waybill and the manifest to one of the cartons In 
the consolidation; he will note the number of that carton. 

A pre-advice telex will then be transmitted to the 
destination REAF center giving the following information: 

(a) Master air waybill number 

(b) The airline flight booking 

(c) Total pieces and gross weight of the consolida¬ 
tion 

(d) The number of the carton to which the shipping 
copies of the air waybill and manifest were 
attached. 

This procedure will insure that all pieces turned 
into the destination center will be part of the original 
lot forwarded and will correspond to the number of pieces 
shown on the master air waybill. 

INBOUND PREPARATION 

REAF centers receiving consolidations forwarded by 
originating REAF centers will follow these procedures. 

Receipt of Containerized Cargo 

Immediately upon receipt of a container, it will be 
opened and the manifest checked against the cargo being 
decontalnerlzed. It will not be necessary to sign off the 
number of pieces to the airline because the shipment moved 
in one unit; it will be necessary only to verify the con¬ 
tainer number against the master air waybill. 
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After the shipments have been checked against the 
manifest, they are ready for delivery (or distribution 
to feeder stations); delivery will be made to the con¬ 
signee listed on the REAF waybills attached to the ship¬ 
ments. 

Receipt of Loose Consolidations 

Upon presentation of the master air waybill from the 
airline, the receiving agent will verify that the number 
of pieces shown on the air waybill as well as the airline 
number correspond to the number of pieces delivered by the 
airline. 

When this is accomplished, the airline's delivery 
sheet can be signed and the manifest will be recovered 
from the package to which it was affixed. 

The shipments manifested are then checked against 
the manifest to determine once again that all the ship¬ 
ments manifested were received. When this is verified, 
the receiving employee will then: 

(a) Strike out with a black marking pen the label 
indicating the master air waybill number. 

(b) Prepare the shipments for delivery or distribu¬ 
tion; delivery will be made to the consignees 
listed on the REAF waybills attached to the 
shipments. 

Relationship of P.EAF to / .lr Express 

In all communities in which LEAF operates, shippers 
will be offered the choice of shipping by Air Express or 
REAF. If a shipper desires Air Express, his shipment will 
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be loaded on the first possible flight out. If he chooses 
REAF, the shipment will be consolidated with others, and 
as previously described, will be dispatched on the same 
day as it Is received. At no time will Air Express ship¬ 
ments be included within REAF consolidations. There may 
be instances in which ar Air Express shipment will arrive 
at an REA office at such a time that it will be shipped 
on the same flight as a consolidated REAF shipment and 
could be Included within that consolidation without impair¬ 
ing the quality of Air Express service. However, to 
Insure that there will be no temptation not to forward 
Air Express on the first possible flight out but to hold 
It for inclusion within a freight consolidation, REAF 
will prohibit the inclusion of any Air Express in a 
freight consolidation, even if in a particular Instance 
this would not Impair Air F.xpress service. 

Tariff 

REAF will, upon receipt of freight forwarder author¬ 
ization, issue a tariff covering toe points to be served. 

It will be competitive with existing air freight tariffs. 

Pickup and Delivery 

Pickup and delivery service will be provided by the 
trucke of REA's combination air-surface offices within the 
terminal area of the REAF office now receiving such ser¬ 
vice. No exclusive Air Express trucks will ba used for 
picking up and delivering air freight (unless such trucks 
are under-utilized and use of them would not impair, in 
any way, the service provided by them). 
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REA'S surface express volume has decreased very 
substantially in recent years. The combination trucks 
are, therefore, currently under-utilised, and can accom¬ 
modate the 1.5 million shipments of air freight REA 
predicts it will carry in 1973. 

REA will vigorously promote the business and activ¬ 
ities of REAP. It intends to solicit its existing custo¬ 
mers who are utilizing its first class surface tariff 
and whose shipments average 135 pounds in weight and are 
moved an average distance of 900 miles. REA believes 
some of this traffic can be diverted to air if it is an 
air freight forwarder. 

Other Information Relevant to 
Freight Forwarder Application 

REA has not filed a Form 351 because it understands 
that one major purpose of this proceeding is to elicit 
the information about REA called for by that form, as 
well as additional information. However, to ensure that 
all the requests made in Form 351 for substantive infor¬ 
mation are satisfied, it submits the following additional 
information keyed to the item numbers of the form. 
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l f 2, 3: Applicant Is REA Express, Inc., 219 E. U2nd 

Street, New York, N.Y. ("REA"). 


U, 5, 6: It Is a corporation. 

incorporated under the 

laws of Delaware, December, 1928. 


7. Officers of REA and owners 

of more than 5# of its 

outstanding stock: OFFICERS 


President 4 Chief Executive 
Officer 

Tom Kole 

Vice President 4 Executive 
Assistant to the President 

I. B. Jenkins 

Vice President, Finance 

E. B. Kanla 

Vice President 4 General 
Counsel, and Secretary 

Arthur M. Wlsehart 

Assistant Treasurer 

Walter Ohliger 

Controller 

Raymond Maixner 

Vice President,. Transportation 
Services 

James G. Cunningham 

Vice President, Terminal 4 

Marketing Services 
• 

Daniel J. Kerrigan 

Vice President, Sales 

Henry H. Steiner 

Vice President, Industrial 
Relations 

• 

Laurence R. Masse 

Vice President, Labor Rela¬ 
tions 

Stanley L. Aiges 

Vice President, Operations 4 
Service Control 

Roger J. Corgel 

Operations Vice President, 

West Central 

Adrian M. Curtis 

Operations Vice President, 

East 

Joseph Gallo 

Operations Vice President, 

East Central 

Joseph F. McQuald 

Operations Vice President, 

Vest 

E. E. Parkinson 

Assistant. Secretary 

Robert A. burman 

Assistant Secretary 

A. R. Tsintor, J»*. 

• 

Assistant Secretary 

V. Madeline Stratenwerth 
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REA Molding Corporation 


Stock 

>m MAW** Cltlssnahlp £ntsreat 

Ton Kola 219 B. *2nd St. 0.8. Zero 

Iaw York, M.Y. 

Spa near 0. Moaaley 75 Louise's Una 0.8. Zaro 

Raw Canaan, Conn. 

Arthur M. Vlaahart 219 B. *»2nd St. 0.8. Zaro 

Raw York, M.Y. 

9-10. Nora than 75* of tha voting Interact of REA la 
owned tty eitlsens of tha Onltad States) nora than 75* of tha 
voting interest of RBA Holding Corporation is owned by citi- 
sans of the United States. 

11. RBA transports express cargo using its own vehicles 
for pickup and delivery service and using railroads, airplanes 
and over-the-road trucks (both lta own and third party) for 
the line haul. It is also a custom broker and an IATA sales 
agent. It has been in the express business since its organ¬ 
isation In 192B. 

12-14. in addition to the activities sunmrlsed In 
Mo. 11, REA also served as an ocean freight forwarder (until 
)toy, 1969, when it voluntarily cancelled Its license) and as 
an agent for three foreign airlines (until October, 1958). 

REA possesses, or has pos s e s sed, the following kinds of 
operating authority issued by the United States Oove ra mntt 

(a) Over 1,000 aotor carrier certificates Issued by 

the Interstate Coamree Co ml salon over a nusber of years, 

. . 

which can be found In I.C.C. Docket MB>66562. 

(b) Custom Broker License Mo. 2151* is rood by the 
Bureau of Custom in 1937, 
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(e) Air Express exception Issued by the Civil Aero¬ 
nautics Board in Docket Ko. 19-401(E)-1 (March, 1941). 

(d) Ocaan Freight Forwardar Llcansa Ho. 568, lssuad 
by tha Fadaral Mtrltlae Comission In 1967 , and voluntarily 
cancallad in May, 1969 
15. Carso Info: 


tlon for tha fiscal yaar andad June 
SO, 1971 will be available on or about October 1, 1971, and 
will be supplied at that tine. 

16. As an IATA cargo sales agent, REA received $35,563 
in total comissions for tha yaar andad June 30, 1971. As 
an IATA cargo sales agent, it la affiliated with tha follow¬ 
ing carriers! 

• ■* •' 

Aar Lingua (Irish Air 564 5th Avenue 

I* 1 ***) Haw York, fc.Y. 10036 

Aerollneaa Argentines 9 Rockefeller Plata 

Haw York, H. Y. 

Aeronaves da Mexico Cargo Bldg. #84 - j.p.K. 

International Airport 
Jaaelca, H.Y. 11430 

Air France 683 Fifth Avenue 

Haw York, H.Y. * 

* 

Air Canada Logan Airport 

last Boston, Maas. 

Air India Airlines 410 Bark Avenue 

Haw York, H.Y. 

Airlift International F. 0. Bex 48-535 

International Airport Branch 
Mlaatl, Florida 

Alitalia Airlines F. 0. Bex 3665 Church St. Station 

Haw York, H.Y. 

American Airlines Hewark Airport 

Hswark, H.J. 

Austrian Airlines 545 5 th Avenue • 

Hate York, H.Y. 

Avlanca, Inc. 6 Heat 49 th Street 

Hew York, H.Y. 

International Airport, P.0. Box <496 
NUoai, Florida 


Avlateca Opatewala 
Airlines 
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Bahamas Airways ' P.O. Boat 2035* Intarnational Airport 

Miami, norite 

Braniff Intarnational 135 East 42nd Straat 

Maw York, H.Y. 

;v.»> , ■> 'v s 

British Ovaraaaa Airways J.P.E. Intarnational Airport 

Jamaica, ». Y. 11430 

British Vast Indian Intarnational Airport 

Airways, Ltd. Miami, norite 

Canadian Pacific Airlines 581 fifth Avenue 

Maw York, i.Y. 

Continental Airline a International Airport 

. Los Angeles, California 

Delta Airlines Atlanta Airport 

Atlanta, Georgia 

Eastern Airlines International Airport 

- Miami, norite 

n**l Israel Airlines 850 Third Avenue 

Mew York, M.Y. 

1 

Planter ■ 10 East 4Oth street 

Mew York, M.Y. 

flyln« Tiger Line Lea Angeles International Airport 

Loo Angelas, California 

Iberia Air Lines of Spain Cargo Bldg. #82, J.P.K 

national Airport 
Jamaica, M.Y. 11430 

japan Airlines 655 nfth Avenue 

Mew York, M.Y. 10CK2 

ELM - Royal Dutch Airlines P.O. Bom 3496 Church St. Station 

Mew York, M.Y. 

Lan Chile Airlines 121 S. B. 2nd Avenue 

Miami, norite 

Lufthansa Osman Airlines 410 Park Avenue 

Mem York, M.Y. 

Maxi cans de Aviaclon Ofleinaa Oe morales, Balderas 36 

Apartado Postal 901, Mexico, D.f 

Motional Airlines P. 0. Bom 2055, A.M.P. 

Miami, Plorite 

Morth Central Airlines 37 So. Vabash Avenue 

| C hisa go, mintes 

Northeast Airlines Loam International Airport 


Inter' 
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Northwest Airlines 

J.P.K. International Airport 
Jaaalca, N. Y. 

Olyapic Airways 

6*9 Fifth Avenue 

New York, N.Y. 

Pakistan International 
Airlines 

5*5 Fifth Avenae 

New York, N.Y. 10017 

Pan Aaarlcan World 

Airways, Inc. 

Pan Aaarlcan Building 

New York, N.Y. 

Peruvian Airlines 

530 West 6 th Street 

Los Angeles, California 9001* 

Philippine Airlines 

200 Stockton Street 

San Francisco, California 

Quantas Expire Airways, 
Inc. 

350 Post Street 

San Francisco, California 

Sabena Belgian World 
Airlines 

589 Fifth Avenue 

New York, N.Y. 

Bahaa Honduras Airlines 

P. 0. Box 20023 

New Orleans, La. 

Scandinavian Airlines 

138-02 Queen* Blvd. 

Jaaalca, N.Y. 11*35 

Seaboard World Airlines 

J.P.K. International Airport 
jaaalca, N.Y. 

Swissair 

Cargo Bldg. #82 

J.F.K. International Airport 
jaaalca, N.Y. 11*30 

Taca International 

Airlines 

P. 0. Box *28 

Kenner, La. 

Tan Airlines 

P. 0. Box 222 International Airport 
Niaal, Florida 

TIP Portuguese Airlines 

601 Fifth Avenue 

New York, N.Y. 

Trans Caribbean Airways 

P. 0. Box 6309 Church St. Station 
New York, N.Y. 

Trans Mediterranean 

Airways 

P. 0. Box 276 

J.F.K. International Airport 

Jaealea, N.Y. 11*30 

Trans Texas 

Sox 60336, A.M.F. 

Houston, Texas 

Trans Worlf Airlines 

P. 0. Box 1*12 Church St. Station 
New York, N.Y. 


Su 
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P. 0. Box 8800 
Chicago,, Illinois 

630 Third Avanua 
Haw York, H.Y. 

A 

160 8. 1. Third Avanua 
Miaal, Florida 

F. 0. Box 45,00$ Airport Station 
Los Angelas, California 


▼arlg Alrlinas 


▼iasa Into mat Iona 1 
Airways 

Vastam Alrlinas 


17. HA currently has aore than 300 agreeaents with 
aotor carriars. 

These agreeaents provide for spaciried paywents by 
R1A for the carriage of axpresa by aotor carriars. The 
egresweats also provide for aUocatlon of liability for 
daaages between two parties. These agreewents cover vari¬ 
ous areas of the country and have varying affective dates. 

The following earners are parties to the Air Express 
Agreement (August 1970) t 

Air Canada 

Airlift International 
Air Vast 

Alaska Airlines, Inc. 

Alitalia Airlines 
Alleghany Airlines, Inc. 

Aaerlcan Airlines, Inc. 

Aspen Airways, me. 

Braniff Airways, Inc. 

Chicago Helicopter Airways, Inc. 

Coapagnle Nationals Air Frara 
Continental Airlines, Inc. 

Delta Air Lines, Inc. 

■astern Air Lines, Inc. 
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Flying Tiger Lina, Inc. 

Frontier Airlines, Inc. 

Loa Angela* Airway*, Inc. 

Nohawk Airlines, Inc. 

National Airline*, Inc. 

New York Airway*, Zne. 

North Central Airline*, Inc. 

Northeast Airline* , Inc. 

Northwest Airline* , Inc. 

Osark Air Line*, Inc. 

Pan American World Airway*, Inc. 

Piedmont Aviation, Inc. 

San Francisco and Oakland Helicopter 
Airlines, Inc. 

Southern Airways, Inc. 

Trans Caribbean A1 rwaya, Inc. 

Texas International Alrllnea, Inc. 

Trans World Airlines, Inc. 

United Air Lines, Inc. 

Western Air Lines, Inc. 

In substance, the Air Express Agreement (C.A.B. Agree¬ 
ment No. 17935) provide* that REA will provide express pick¬ 
up and delivery, documentation, transfer and other services 
relating to Air Express; that the airlines will provide Air 
Express with first priority cownersurate with their obliga¬ 
tions to carry passengers and nail; and that revenues will 
be apportioned according to a specified schedule. It covers 
Air Express shipments throughout t.he United Btatee (Includ¬ 
ing Puerto Rico) and to and from Canada. 
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REA has agreement* with three Air Taxi Operator!, 
Command Airways, Oreylock Airways, and Raplu r Freight. 
These agreements have varying effective dates, and cover 

.; , •' * ... * 1 

various parts of the country. Under these agreements, the 
air taxis agree to carry express for REA on certain speci¬ 
fied routes and specified rates. 

REA is a party, with the following railroads, to the 
Short Line Agreement: 

Alaska R.R. 

Bath and Haamondsport R.R. Co. 

Moscow, Camden and San Augustine R.R. 
Stewartstown R.R. Co. 

Ahnapee A Western Ry. Company 
Gulf Transport Co. 

McCloud River R.R. Co. 

Pacos Valley Southern Ry. 

Sierra R.R. Co. 

Southern Pacific Transport Co. 

Southwestern Transportation Co. 

Texas A Pacific Motor Transport Co. 

Western Maryland Ry. Co, 

Yakima Valley Transport 

Atlanta A St. Andrews Bay Ry. Co. 

Cadis R.R. Co,, Inc. 

East Tennessee A Western North 
Carolina R.R. Co. 

This contract will expire on December 31, 1973, and 
covers all areas of the country. It provides that the rail¬ 
roads will perform line-haul transportation for REA's express 
traffic and REA will load and unload It, that REA will pay the 
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railroads a percentage of the revenue, and that certain 
railroads will lease space to REA for Express facilities. 

18. REA currently provides express service to all 
points in the United States, plus Canada and Puerto Rico, 
named in I.C.C. Tariff A-3» It proposes to serve, as the 
market permits, the following points as a domestic air 
freight forwarder: 







166 *(at 


Exhibit Re. it 
**€• 20 of 37 


i°Tw f< y Srrlttf royld * d th#y ar * 

Chicago, Ill. 

Chico, Calif.' 
Cincinnati, Ohio 
Clarksburg, w. v .. 
Clarksville, Tenn. 
Cleveland, Ohio 
Clinton, Iowa 
* Clovis, R. N. 

Colorado Springs, C 
Columbia, Mo. 
Columbia, 8 . C. 
Columbus, Ga. 
Columbus, Miss. 
Columbus, Rebr. 
ColumbUA, Ohio 
Corpus Chrlstl, Tex 
Dallas, Tex. 
Danville, Ill. 
Danville. Va. 

• Dayton, Ohio 

Daytona Beach, Fla. 
Decatur, Ill. 
Denver. Colo. 

Des Moines, Iowa 
Detroit, Mich. 
Devils Lake, R. Dak. 
Dothan, Ala. 

Dubuque, Iowa 
Duluth, Minn. 

Duncan, Okla. 

Kau Claire, Vise. 

B1 Dorado, Ark. 
Elkins, V. Va. 
Elmira, R. y. 

El Paco, Tex. 

Enid, Okie. 

Erie, Pa. 

Escanaba, Mich. 
Eugene, Ore. 

Eureka, Calif. 
Evansville, 2nd. 
Fairbanks, Alas. 
Fairmont, Minn. 
Fkrgo, R. Dak. 


Amarillo, Tex. 
Anchorage, Alas. 
Anderson, S. c. 
Anniston, Ala. 
Asbtury Park, E. J. 
Asheville, V. c. 
Ashland, Vise. 
Athens, Oa. 

Atlanta, Oa. 
Atlantic City, R. j 
Augusta, Oa. 

Austin, Tax. 
Bakersfield, Calif. 
Baltimore, Md. 
Bangor, Me. 
Bartlesville, Okla. 
Baton Rouge, La. 
Beaumont, Tex. 
Remldji, Minn. 

Big Spring, Tex. 
Billings, Mont. 


nonv. 

Biloxi, Miss. 
Binghamton, R. y 
Birmingham, Ala. 
Bismarck, R. Dak, 
Bloomington, Ill, 
Bloomington, Ind, 
Blusfield, V. Va, 
Boise, Ida. 
Boston, Mass. 
Boseman, Mont. 
Brainsrd, Minn. 
Brookings, S. Dal 
Brownsville, Tex. 
Brunswick, Oa. 
Buffalo, R. Y. 
Burlington, Iowa 
Cedar Rapids, lot 
Charleston, 8 . c. 
Charleston, V. Va 
Cheyenne, wyo. 








—-y- 
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Ft. Myin, Fie. 

Ft. tftalth, Ark. 

Ft. Vayne, Ind. 
Gallup, H. N. 
Galveston, Vex. 

Olens Fells, H. Y. 
Grand Forks. H. Dak. 
Grand Junction, Colo. 
Grand Rapid*. Mich. 
Orest Bend, Kens. 
Great Fells. Mont. 
Oreen Bay, Vise. 
Oreensboro, H. C. 
Oreenvilie, Miss. 
Greenville, S.C. 
Greenwood, Miss. 
Greenwood, 8. C. 
Hancock, Mich. 
Harlingen, Tex. 
Harrisburg, Pa. 
Harrison, Ark. 
Hartford, Conn. 
Hastings, Beb. 
Hattiesburg, Miss. 
Havre, Mont. 

Helena, Mont. 

Hlbbing, Minn. 
Hickory, H. C. 
Honolulu, Hawaii 
Hot Springs, Ark. 
Houston, Tex. 
Huntington, V. Va. 
Huntsville, Ala. 
-Hutchinson, Kens. 
Idaho Falls, Ida. 
Indianapolis, Ind. 
Iron Mountain, Mich. 
Ironwood, Mich. 
Jackson, Mich. 
Jackson, Miss. 
Jackson, Tsnn. 
Jacksonville, Fla. 
Jonestown, H. T. 
Janastown, H. Dak. 
Jefferson City, Mo. 
Johnstown, Fa. 
Jonesboro, Ark. 
Joplin, No. 

Kalaaasoo, Mich. 

Kail*pell, Mont. 
Kansas City. Mo. 
Kearney, Beb. 

Keene, B. H. 

Key Vest. Fla. 
Kingsport, Tenn. 
Kinston, V. C. 

Klarath Falls, Ore. 
Knoxville, Venn. 

La Crosse, Vise. 


Lafayette, Ind. 
Lafayette, La. 

Lake Charles, La. 
Lancaster, Calif. 
Lancaster, Fa. 
Lansing, Mich. 
Laramie, Vyo. 
Laredo, Tex. 

Las Vegas, Mev. 
Laurel, Miss. 
Lawton, Olka. 
Lewiston, Me. 
Lexington, Ky. 
Liberal, Kans. 

Lina, Ohio 
Lincoln, Beb. 

Little Rock, Ark. 
Long Beach, Calif. 
Longview, Tex. 

Los Angeles, Calif. 
Louisville, Ky. 
Lubbock, Tex. 
Lufkin, Tex. 
Lynchburg, Va. 
Macon, Oa. 

Madison, Vise. 
Manchester, B. H. 
Manitowoc, Vise. 
Marquette, Mich. 
Marysville, Calif. 
Mason City, Iowa 
Mattoon, ill. 
McAllen, Tex. 
McCook, Neb. 
Medford, ore. 
Melbourne, Fla. 
Mathis, Tenn. 
Merced, Calif. 
Meridian, Mis*. 
Miami, Fla. 

Miles City, Mont. 
Milwaukee, Vise. 
Minneapolis, Minn. 
Minot, B. Dak. 
Missoula, Mont. 
Nobile, Ala. 
Modesto, Calif. 
Monroe, La. 
Monterey, Calif. 
Montgomery, Ala. 
Montpelier, Vt. 

Mt. Vernon, Ill. 
Nunele, Ind. 
Muskogee, Okie. 
Nashville, Tenn. 
Hatches, Mias. 
Hewarfc, H. J. 

Hew Bedford, Mass. 
Bew Haven, Conn. 




y./ , ■ 
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Mew London, Conn. 
New Orleans, La. 
Newport News, Va, 
lew York, N. Y. 
Nogales, Arts. 
Norfolk, Neb. 
Norfolk, Va. 

North Platte, Neb. 
Oakland, Calif. 
Ocala, Via. 

Oklahoma City, Okie. 
Olean, V. Y. 

Omaha, Neb. 

Orlando, Fla. 
Oshkosh, Vise. 
Ottumwa, Zowa 
Owensboro, Ky. 
Oxnard, Calif. 
Paducah, Ky. 

Palm Springs, Calif. 
Panama City, Pla. 
Paris, Tax. 
Parkersburg, V. Va. 
Pasco, Wash. 
Pensacola, Pla. 
Peoria, Ill. 
Btiladelphia, Pa. 
Phoenix, Arts. 
Pierre, 8. Dak. 

Pine Bluff, Ark. 
Pittsburgh, Pa. 
Plattsburgh, N. Y. 
Pocotello, Ida. 

Ponca City, Okie. 
Portland, Me. 
Portland. Ore. 
Portsmouth, Ohio 
Prescott, Arts. 
Presque Isle, He. 
Providence, R. X. 
Pueblo, Colo. 
Pulaski, Va. 

Pullman, Wash. 
Quincy, Ill. 

Raleigh, N. C. 

Rapid City, S. Dak. 
Reading, Pa. 

Redding, Calif. 

Reno, Nev. 
Rhinelander, Wise. 
Richmond, Va. 
Roanoke, Va. 
Rochester, Minn. 
Rochester, N. Y. 
Rockford, Ill. 

Rock Springs, Wyo. 
Rocky Mt., N. C. 
Roswell, N. M. 
Rutland, Vt. 


Sacramento, Calif. 
Saginaw, Mich. 

St. Joseph, Mo. 

St. Louis, Mo. 

Salem, Ore. 

Saline, Kans. 

Salt Lake City, Utah 
San Angelo, Tex. 

San Antonio, Tex. 

San Diego, Calif. 

San Pranclsco, Calif. 
San Jose, Calif. 

Santa Ana, Calif. 

Santa Barbara, Calif. 
Santa Fe, N. M. 

Santa Marta, Calif. 
Santa Rose, Calif. 
Saranac Lake, N. Y. 
Sault Ste. Marie, Mich. 
Savannah, Oa. 

Scottabluff. Neb. 
Seattle, Wash. 

Sheridan, Wyo 
Shreveport, La. 

Sidney, Neb. 

Silver City, N. M. 

Sioux City, Iowa 
Sioux Pails, 8. Dak. 
South Bend, Ind. 
Southern Pines, N. C. 
Spokane, Wash. 
Springfield, Ill. 
Springfield, Mo. 

State College, Pa. 
Staunton, Va. 

Sterling, Ill. 
Stillwater, Okie. 
Stockton, Calif. 
Syracuse, N. Y. 
Tallahassee, Pla. 

Tkapa, Pla. 

Temple, Tax. 

Terre Haute, Ind. 
Texarkana, Ark. 

Thief River Palls, Minn. 
Thomasvllle, Oa. 

Toledo, Ohio 
Topeka, Kans. 

Traverse City, Mich. 
Trenton, N. J. 

Tucson, Ariz. 

Tulsa, Okie. 

Tupelo, Miss. 

TUscaloosa, Ala. 

Twin Palls, Ida. 

Tjrler, Tex. 

Urbane, ill. 

Utica, N. Y. 

Valdosta, Oa. 
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Vicksburg, Miss. 
Victoria, Tex. 

Vaco, Tax. 

Washington, D C. 
Waterloo, Iowa 
Watertown, W. T. 
Watertown, 8. Dak. 
Wausau, wise. 
Wenatchee, Wash. 

West Palm Beach, Ha. 
Wheeling, W. Va. 
Wichita, Kens. 
Wichita Falls, Tex. 
Williamsport, Pa. 
WUllston, If. Dak. 
Wilmington, Del. 
Wilmington, W. C. 
Worcester, Mass. 
Worthington. Minn. 
Yakima, Wash. 

Yankton, 8. Dak. 
Youngstown, Ohio 
Yuma, Arls. 
Zanesville, Ohio 
Klrksville, Mo. 
Burlington, Vt. 

Butte, Mont. 

Cape Girardeau, Mo. 
Casper, Wyo. 
Charlotte, B. C. 
Charlottesville, Va. 
Chattanooga, Tenn. 
Fresno, Calif. 
Oadsden, Ala. 
Oalnesvllle, Fla. 
Galesburg, Ill. 









■ 


O.A.B. Docket 2238a 


Inhibit No. REA-*01 
hg« 2* of 37 


19. RE*, operate* through nor* than 3*300 office*, 
detailed Informtion abw* which la supplied elsewhere In 
these Exhibit*. 

20. Addresses of "branch ofricea" at points pro- 

■* 

posed to be served In Air Freight Forwarding: g 

R2A irpress, ttmiclral Airport, Atlanta, Geor-la 

R3A X'ryresc, P. C. ?>ox 2101, A.M.F., Kla.r.1, Plor.'.da 

RJA Harass, Lcnber: Rleld, St. Lole, Missouri 

R-JA Express, Hopkins K"nic'.pal Alrp>rt, Cleveland, 0‘ lo 

ilEA Express, Hmlcipal Airport, lleuark, ilev Jersey 

RiiA Express, Klnneanolls-St. Paul International Airport, 

Minneapolis, Minnesota 
.ISA Express, 105 N. Myrtle Ave., Jacksonville, ?lorlda 
•ISA Express, Oreater Cincinnati Airport, Cincinnati, Chlo 
REA Express, Port Columbus Airport, Columtus, Ohio 
R2A Express, Cox Municipal Airport, Dayton, Chlo 
ISA Express, Metropolitan Airport, Detroit, Michigan 
REA Express, Standlford Pield, Lo<icville, Kentucky 
USA Express, Municipal Airport, Kansas City, Missouri 
REA Express, Friendship International Airport, Baltimore, Maryland 
REA Express, Greeter Buffalo International Airport, Buffalo, New York 
REA Express, O'Hara International Airport, Chicago, Illinois 
REA Express, Logan International Airport, Boston, Massacnusetts 
REA Express, Love Field, Dallas, Texas 
REA Express, Stapleton Field, Denver, Colorado 
REA Express, P. 0. Box 27152, Dougias Airport, Charlotte, 

North Carolina 

SEA & press, Oreater Pittsburgh Airport, Pittsburgh, Pennsylvania 
REA Express, 10054 Postal Road, Los Angeles, California 
REA Express, 1550 Julia St., New Orleans, Louisiana 
REA Express, JFK International Airport, Cargo Bldg. 68, Jamaica, 

New York 

REA Express, Berry Field, Nashville, Tennessee 
RZA Express, Mitchell Field, Milwaukee, Wisconsin 
ASA Express, National Airport, Washington, D. C. 

REA Express, U Ouardla Airport, Flushing, New York 
.REA Express Bradley International Airport, Windsor Locke, 

Connecticut 

REA Express, International Airport, Philadelphia, Pennsylvania 
REA Express, Seattle - T&coma International, Seattle, Washington 
REA Express, International Airport, San Francisco, California 
REA Express, International Airport, Houston, Texas 
REA Express, Weir Cook Municipal Airport, Indlanapolla, Indiana 
REA Express, Metropolitan Airport, Memphis, Tennessee 
REA Express, 401 West Harrison Street, Phoenix, Arlrona 
REA Express, 130 Bast Mill Street, Akron, Chlo 
REA Express, Fort of Albany, Albany, New York 

REA Express, Expreee Annex-Santa Fe Station, Albuquerque, New Mexico 
REA Expreee, 14 No. 14th Street, Birmingham, Alabama 
REA Express, D *. ROW Station, ColoraJo Springe, Colorado 
REA Express, 2-6th Ave., Dee Moines, I owe 

REA Express, F. 0. Box 9331, 6839 Commerce Street, El Peeo, Texes 
REA Expreee, 3931 Eastern, S. £., Grand Rapids, Michigan 
REA Express, 201 Stagecoach Trail, Greensboro, North Carolina 
REA Expreee, 5026 White Horse Rd., Greenville, South Caroline 
REA Expreee, Dulles International Airport, Washington, D. C. 
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REA Exp re e s 
REA Express 
HEA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 

REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 
REA Express 


205 So. 2nd St 
Carl Jcnes field, P. C. 

2530 t'ltcbell St., M. E 
1205 S. Washington 
10j Trafton Ave., Lexln 
1711 E. 13th St., Little Roc 
2180 Pennsylvania Ave 
Kennedy Regional Alrpor' 

2202 Red-ate Ave., Norfc 
2277 - 7th St., Oakland 
815 S. Karvey St 
9th u Jackson, Or.aha 
1515 Sllgh Blvd 
Union Station, East Win 
121 Seaboard Ave., Ralel -h 
2300 Broad St 
900 Driving Park Ave 

5th is Eye Sts., _ 

247 W. 1400 South St 
4718 Dodge, 

1190 Keltner 31vd 
5959 Court St., P. 0. Bo: 

„ Syracuse 

6l4 Union Station St.,Tar^pa 
341 Ererald Avenue, Toledo 
3l6 S. Quincy St., Tulfta 
oOl N. Railroad St 
726 E. Waterman 
551 Mahoning, Youngstown 
1 No. Main Street. 

No. let ft Cedar St 
109 Roosevelt Ave 
10th ft Jackson 
2320 Ave, "A 


Harriet r~, Pennsylvania 

::-ox l40f, Huntsville, Alabama 
., Knoxville, Tennessee 
, Lans nz, Michigan 
if-on, Kentucky 
, Arkansas 

., : adlson, Wisconsin 
, Kelbotme, Florida 
, Virginia 
, California 
Oklah•'ma City, Oklahoma 
Neras'.ta 
Orland >, Florida 

Providence, Rhode Island 
, North Carolina 
., Richmond, Virginia 

., Rochester, New York 
., Sacrameno, California 
—Salt Lake City, Utah 
San Antonio, Texas 

., San -)lego, California 

62, Eastwood Station, 

, New York 
, Florida 
, Ohio 
, Oklahoma 

., Wes*: Palm Beach, Florida 
, Wichita, Kansas 
Ohio 

, Aberdeen, South Dakota 
., Abilene, Texas 
., Albany, Oeorgla 
, Alexandria, Louisiana 
, P. 0. Box 2003, Bethlehem, Pennsylvania 
(Allentown) 

REA Express, 2242 Werth St. Alpena, Michigan 

REA Express, 601 Sprankle Ave., Lakemont, Altoona, Pennsylvania 

REA Express, 404 Kayes St.. Amarillo, Texas 

REA Express, P. 0, Box 1748, Anchorage, Alaska 

REA Express, 1700 E. River St., Anderson, South Carolina 

REA Express, 703 Clydesdale Ave., Anniston, Alabama 

REA Express, 3421 Sunset Ave., Wanama^sa, New Jersey (Asbury Park)- 

REA Express, 3^9 Lyman St., Asheville, North Carolina 

REA Expross, C * NW Depot, Ashland, Wisconsin 

REA Express, Ware St., Athens, Georgia 

REA Express, 209 N. Arkansas Ave., Atlantic City, New Jersey 

REA Express, HU Or!nett St. Ext., Aucusta, Oeorgla 

REA Express, 641 Tillery, Austin, Texas 

REA Express, 730 Sumner St., Bakarsf !<■: Id, California 

REA Express, 69' Perry Road, Bangor, Maine 


• # 




1 


F* 
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REA Express, 2nd & Keeler, Bartlesville 
REA Express, 133 South Front, Baton 
REA Express, 905 Laurel, Beaumont, T 
REA Express, Union Station, Bemidjt, 

• 

REA Express, 107 E. 1st St., 

REA Express, 2308 Montana Ave 

REA Express, 1314 E. Beach Rd __ 

REA Express, Broome Industrial Park 

. 

REA Express, 2. N» Depot, 

REA Express, Ft. of W. Front St., 

REA Express, 35 S. Valker St., 

REA Express, 631 Princeton Ave 
REA Express, 901 La Points, Boise 
REA Express, B. N. Depot, 

REA Express, 2320 B. Oak, Brainerd, ! 

REA Express, C & NW Depot, Brookings 
REA Express, 1603 Price Road V 
REA Express, 1304 Oglethorpe St 
REA Express, 2131 Sumner, P 
REA Express, RFD 3 Rte.127, 

REA Express, 211 Centennial Ave 
REA Express, 200 Aquamsl St 
REA Express, 400 N. Durbin 
REA Express, 500 - 4th St r 
REA Express, 4300 Meeting St 


., Big Spring, Texas 
., Billings, Montana 
., Biloxi, Mississippi 
_ P. 0. Box 1177, Binghamton, 

New York 

Bismarck, North Dakota 

Bloomington, Illinois 
., Bloomington, Indiana 
j., Bluefield, West Virginia 
Idaho 

Bozeman, Montana 

, Minnesota 
_ 1 , South Dakota 
, Brownsville, Texas 
., Brunswick, Georgia 
0. Box 415, Burlington, Iowa 
, Winooski, Vermont (Burlington) 

—)., Butte, Montana 
., Cape Girardeau, Missouri 
, Casper, Wyoming 
., N. E., Cedar Rapids, Iowa 

Charleston Heights, Charleston, 

. , South Carolina 

REA Express, 340 McCorkle Ave., S. E., P. 0. Box 3021, Charleston 

West Virginia 

REA Express, Union Station, Charlottesville, Virginia 
REA Express, 1318 E. 23rd St., Chattanooga, Tennessee 
REA Express, 301 S. Greeley, Cheyenne, Wyoming 
REA Express, 430 Orange St., Chico, California 
REA Express, 510 Baltimore St., Clarksburg, West Virginia 
REA Express, 10th & Commerce, Clarksville, Tennessee 
REA Express, 325 - 11th Ave., South, Clinton, Iowa 
REA Express, Santa Fe Orounds, Clovis, New Mexico* 

REA Express, 2210 Nellwood Dr., Columbia, Missouri 
5*A Express, P. 0. Box 862, Columbia, South Carolina 
REA Express, 1230 Sixth Ave., Columbus, Georgia 
REA Express, Box 2282, Columbus, Mississippi 
REA Express, 1159 - 25th Ave., Columbus, Nebraska 
REA Express, 1212 N. Tancahua, Corpus Christi, Texas 
REA Express, 821 No. Kimball, Danville, Illinois 
REA Express, 109 Barter St., Danville, Virginia 
REA Express, 325 Marion St., Daytona Beach, Florida 
fEA Express, 740 S. Cerro Gordo, Decatur, Illinois 
REA Express, B N Depot, Devils Lake, North Dakota 
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REA Express, Ajax Rd., P. 0. Box 4l6, Dothan, Alabama 
REA Express, Iowa ft Jones Sts., Dubuque, Iowa 
REA Express, 1620 W. Michigan, Duluth, Minnesota 
REA Express, 1019 Villow St., Duncan, Oklahoma 

REA Express, 202 B. Canal St., Chippewa Palls, Wisconsin (Eau Claire) 
REA Express, 204 E. Hillsboro, El Dorado, Arkansas / 

REA Express, 3rd ft Railroad Ave., Elkins, West Virginia 

REA Express, 123 E. 22nd St., Elmira Heights, Elmira, New York 

REA Express, 123 E. State, Enid, Oklahoma 

REA Express, 14th ft Sassafras Sts., Brie, Pennsylvania 

REA Express, 426 Stephenson Ave., Escanaba, Michigan 

REA Express, 373 - 4th Ave., W., Eugene, Oregon 

REA Express, Foot of Commercial, Eureka, California 

REA Express, 1£12 Maxwell, Evansville, Indiana 

REA Express, 286 N. Cushman, Fairbanks, Alaska 

REA Express, 322 No. North Ave., Fairmont, Minnesota 

REA Express, 701 Main Avenue, Fargo, North Dakota 

REA Express, Rt. 8, Hwy 71# South & Bailey Rd., Fayetteville, 

Arkansas 

REA Express, Santa Fe Depot, Flagstaff, Arizona 

REA Express, AiO E. 14th St., Flint, Michigan 

REA Express, o20 B. Day St., Florence, South Carolina 

REA Express, Illinois Cent. Depot, Ft. Dodge, Iowa 

REA Express, 200 S. W. 19th St., Ft. Lauderdale, Florida 

REA Express, 401 W. Highway 66, Waynesboro, Missouri (Ft. Leonard 

Wood) 

REA Express, 2239 Peck St., Ft. Myers, Florida 

REA Express, 3310 Blair Ave., Ft. Smith, Arkansas 

REA Express, 233 W*. Baker St., Ft. Wayne, Indiana 

REA Express, 1703 Tulare St., Fresno, California 

REA Express, 1001 First Ave., Gadsden, Alabama 

REA Express, 1120 B. University Ave., Gainesville, Florida 

REA Express, 226 S. Seminary, Galesburg, Illinois 

REA Express, Santa Pe Station, Gallup, New Mexico 

REA Express, 2320 Santa Fe Pla., Galveston, Texas 

REA Express, P. 0. Box 741, Olens Falls, New York 

REA Express, 801 Demers Ave., Grand Forks, North Dakota 

REA Express, 1st ft Pitkin, Orand Junction, Colorado 

REA Express, 6th ft Kansas Ave., Great Bend, Kansas 

REA Express, B.N. Building, Great Falls, Montana 

REA Express, 50J Sixth St., Green Bay, Wisconsin 

REA Express, lOB N. Deleseeps, Oreenvllle, Mississippi 

REA Express, I.C.R.R. Bldg., Oreenwood, Mississippi 

REA Express, Maxwell Ave., Greenwood, South Carolina 

REA Express, Soo Line Depot, Hancock, Mlohlgan 4.v 

REA Express, £20 S. Commerce, Harlingen, Texas 

REA Express, 413 W. Nicholson, Harrison, Arkansas 
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REA Express, 20k So. Kansas, Hastings, Nebraska 
REA Express, 303 Newman, Hattiesburg, Mississippi 
REA Express, P. 0. Bex 13^8, Havre, Montana 
REA Exnross, 1410 N. Montana, Helena, Montana. 

REA Express, B. N. Depot, Nibbing, Minnesota 
REA Express, 3rd Ave. & 12th St., Hickory, N. C. 

REA Express, 3c5 N. Nimits liwy., Honolulu. Hawaii 
■REA Expross, 619 Broadway, Hot Springs, Arkansas- 
REA Expross 2300 6th Ave., Huntington, West Virginia 
REA Express, 710 U. 2nd St., Hutchinson, Kansas 
REA Express, 745 W. 25tk. St., Idaho Falls, Idaho 
REA Express, East "3" SU, Iron Mountain, Michigan 


REA Express, 115 N. Mill, Jackson; Mississippi 

REA Express, 13 1 * De,>ot St., Jackson, Tennessee 

REA Express, 419 W. Everett St., Palconer, New York (Jamestown) 

REA Express, 509 Hart St., Jefferson City, Missouri 

REA Express, Penn Central Depot, 47 'Walnut St., Johnstown, 

Pennsylvania 

REA Express, Union Station, Jonesboro, Arkansas 
REA Express, A i: Main, JopUn, Missouri 
REA Express, 3521 E. Cork St., Kalamazoo, Michigan 
REA -Express, 1 - 3rd-Ave., V., Kallspoll, Montana 
RRA Bxnress, 1931 Central Ave., Kearney, Nebraska 
REA Express, 2b Ralston St., K*ena, Nsw HanpeMre 
REA Express, 3112 Flagler Ave., Ki >7 West, Florida 
REA Express, 2469 Memorial 31vd., Kingsport, Tenn. 

REA Express, 403 E. Caswell St., Klniston, North Carolina 
REA Express, 515 Mo. Merlon St., Kirksvllle, Klesourl 
•REA Express,- lp«5 Oak St., Klamath-Falla,-Oregon 
REA Express, Milwaukee Depot, La Crosse, ’Wisconsin 
REA Express, 9 South 2nd St., Lafayette, Indiana 
REA Express, 501 N. 6th St., Lafayette, Louisiana 
REA Express, 401 Railroad Ave., Lake Charles, Louisiana 
REAJixprcss,--657-W. Avenue I, Lancaster, California 
REA Express, 57 McGovern Ave., Iancaater, Pennsylvania 
REA Express, 1st i Kearney Str,-Laramie;-Wyoming 
REA Express, Matamoroa u Sta. Isabel, Laredo, Texaa 
REA Expreaa, 301 N. fain St., Las Vegaa, Nevada 
REA Express, NO C: ME Depot, Laurel, Mississippi 
REA Express, 10 "? M Avenue, lawton, Oklahoma 


REA Express, 
REA Express, 
REA Express, 
REA Express, 
'REA Express, 
REA Express, 
REA Express, 
REA Express, 
REA-Express, 
REA Express, 
REA Express, 
REA Expross, 


16 Bridge St., Lewiston, Maine 

Rock Island Depot, Box 497, Liberalr-Kansas 

313 E. North St., Lima, Ohio 

201 U. 7th, Lincoln, Nebraska 

•39/6 Chorry St.,-Long Bench, California 

1715 Young St., Longview, Texas 

1011 Avenue B., P. 0. Bex 393, Lubbock, Texas 

323 E. Prank St., Lufkin, Texas 

1609 MomorlaL-Ava-, Lynchburg,..Virginia 

220 Plum St., Macon, Georgia 

635 Gold St., Manchester, New Hampshire 

723 So. 29th St., Manitowoc,- Wisconsin 


fWiM 
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REA Express, 419^ w Washington St., Marquette, Michigan 
HEA Express, box 366, Marysville, California 

Express, 103 - 4th St., 3. W., Mason City, Iowa 
Express, 18th U Big 4, Mattoon, Illinois 
Express, 2532 Hwy. 83 , McAllen, Texas 
Express, Norris i A St., McCoo :, Nebraska 
Express, 225 N. Front St., Medford, Oregon 

Express, 1533 M St., Merced, California 
Express, 1805 Pront St., Meridian, Mississippi 


Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 

Express, 


205 S. Sixth St., Milos City, Montana 
400 West Central, Minot, North Dakota 
P. 0. Box 402, Missoula, Montana 

Bldg. 150, Ave. 0, Brookley Complex, Mobile, Alabama 

1029 - 9 th St., Modesto, California 

1407 Pine St., Monroe, Louisiana 

451 Del Monte. St., Monterey, California 

Union Station, 35 Water* St., Montgomery, Alabama 

37 Blanchard Ct., Montpelier, Vermont 

221 Broadway, Mt. Vernon, Illinois 

701 South High St., Mincie, Indiana 

522 S. B St., Muakoree, Oklahoma 

200 N. Broadway, Natchez, Mississippi 

Ft. of Willis 3t., Hew Bedford, Massachusetts 

10 Brewery St., New Haven, Connecticut 

179 Cross Rd., Waterford, Connecticut (New London) 

23rd Ct Harbor Rd., Newport News, Virginia 

P. 0. Box 537 , Nogales, Arizona 

301 Northwestern Ave., Norfolk, Nebraska 

U. P. Depot, Front u Pine, North Platte, Nebraska 

Union Station Plaza, Ocala, Florida 

^ t .. State Rout * 17 » Allegany, New York (Olean) 

300 Waukau Rd., Oshkosh, Wisconsin 

501 M. Sheridan, Ottumwa, Iowa 

1035 Frederica St., Ov/enaboro, Kentucky 

2603 Underpass Rd., Oxnard, California 

201 Brown St., Paducah, Kentucky 

292 San Rafael, Palm Springs, California 
610 W. Beach St., Panama City, Florida 
?£i* co . I> * pot ' K * uf!n » n St., Faria, Texaa 
500 - 4th St.„ Parkersburg, West Virginia 
115 N. Tacoma Ave., Tasco, Washington 
3*3? *!* p,tirfl *ld Dr., Pensacola, Florida 

®**t Peoria, Illinois (Peoria) 

314 So. Henry, Pierre, South Dukota 
4th ft Alabana, Pine Muff, Arkansas 
171 So. Catherine, Plattsburgh, New York 
1643 N. 2nd, Pocatello, Idaho 
Santa Pe Depot, Ponca City, Oklahoma 

202 Pleasant Ave., So. Portland, Maine (Portland) 


33 
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REA Express, 700 N. W. 5th AvePortland, Oregon 
REA Express, 1530 * 10th St., Portsmocth, Ohio 
REA Express, P. 0. Box 822, Prescott, Arizona 

REA Express, P. 0. Box 1176, Skyway Industrial Park, Presque Isle 

Maine 

REA Express, Union Depot Express Annex, Pueblo, Colorado 
REA Express, 20 N. Washington, Pulaski, Virginia 
REA Express, 109 E. Olson St., Pullman, Washington 
REA Express, P. 0. Box 505, %>:lncy, Illinois 
REA Express, 4oG 5th St., Rapid City, South Dakota 
REA Express, 3500 Plaza Dr., Reading, Pennsylvania 
REA Express, loOO Yuba St., Redding, Calif. 

REA Express, 270 Lake St., Reno, Nevada 

REA Express, Foot of Brown St., Rhinelander, Wisconsin 

REA Express, 102 Shenandoah Ave., Roanoke, Virginia 

REA Express, 2002 - 14th St., N. W., Rochester, Minnesota 

REA Express, 1310 Kishwaukee St., Rockford, Illinois 

REA Express, U. P. Passenger Depot, 501 S. Main St., Rock Springs 

Wyoming 

REA Express, 100 Block Raleigh Rd., Rocky Mount, North Carolina 
REA Express, 610 N. Main, Roswell, Mew Mexico 
REA Express, 67 River St., Rutland, Vermont 

REA Express, 401 Potter St., Saginaw, Michigan 

REA Express, 618 Patee St., St. Joseph, Missouri 

REA Express, 13 th ft Oak Sts., Salem, Oregon 

REA Express, 522 No. 9th, Salina, Kansas 

REA Express, 701 S. Chadbourne, San Angelo, Texas 

REA Express, 1705 Rogers Ave., San Jose, California 

REA Express, 3216 W. 17th St., Santa Ana, California 

REA Express, 224 Chapala St., Santa Barbara, California • 

REA Express, 628 S. McClelland, Santa Karla, California 

REA Express, 1000 Cerlllos Rd., Sante Pc, New Mexico 

REA Express, 5th ft Wilson Sts., Santa Rosa, California 

REA Express, Depot St., Saranac Lako, Hew York 

REA Express, Connerce Blvd., Hwy. 301, P. 0. Box 251, Sarasota, 

Florida 

REA Express, 26ll Ashman St., Seult Ste. Marie, Michigan 

REA Express, 2601 Seaboard Coastline Dr., Savannah, Oeorgla 

REA Express, B. N. Freight House, 30 West Railroad, Sootts Bluff, 

Nebraska 

REA Express, 828 Snow Street, Shreveport, Louisiana 

REA Express, Union Pacific Depot, Sidney, Nebraska 

REA Express, 600$ N. Bullard, Silver City, Nebraska 

REA Express, 1501 Steuben, Sioux City, Iowa 

REA Express, 706 No. Weber, Sioux Falls, 8 outh Dakota 

REA Express, 506 W. South St., South Bend, Indiana 

REA Express, 215 N. W. Broad St.,, (SAL) Southern Fines, North 

Carolina 

REA Express, 304 N. Pancher, Spokane, Washington 
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REA Express, 
REA Express, 
REA Express, 


39 CO Peoria Rd., ^Yeoourl 

714 s. -J. Byp...; *! 3 ^ 1 ^:'° penn ,3 
152 *, Virginia 



REA Express, 

REA Express, 110 S. |th |t., Tenpl*Haute* Indiana 

REA Express# 201 H. 2nu o •# arkanas Ar.cansas 

REA Express, Front & ^ Thief River Falls# Minnesota 

s bsk g 

s ssa s K ; rr£« t ”' ,ton -"" J,rw 

342 E. Toole Ave., Tucson, 


REA Express, 

REA Express, 

REA Express, 

REA Express, 

REA Express, *«* STSorinRT'Tylir, Texas 
rEA Express, 426 H * urbane, Illin° l8 

REA Express. 1 «°. Short DR. ^ w „ 


54^ Daybrlte Dr., Tupelo, Mississippi 

fils"itn «»•. *“sejai.“*iSffi 

401 Shoshone So^* Twir'. Pall , 


rr'kx 437, Utica, New YorV 


REA Exprese, M.. P . 0 . Box 437, ucic; 

rEA Express, 9634 ; a & valciosts. Oeorgis 

REA Express. 1047 5^,?. L Vieksourc, Mississippi 
REA Express, 

SI SresS' §29 Jsckson Ave 
REA Express, 

REA Express, 

REA Express, 


10^0 Holly St., Vicksburc, 

£?*; ill*: 

§29 Jackson Ave., Waco, Texa Waterloo, Iowa 

1*13 Airline Itwy., P. 0. box xuej. 

Black River Rd., Watertown, M.^t; p> Q< Box 513, 
B. N. Depot, 504 2nd ^tJrtoim, South Dakota 

East 0 -nt. St Waue. ‘^“^^c^Washlngton 
Pont of Kittitas St,» _ Virginia 


5H £?5*»: ™ sjatilt;. 


s, iq zxzj-i wusrjsfi 

s s«.:: 

REA Exprw. |9 4 .J:J r S? t ‘auburn 1 wSultrlAl Farit, Xoroeat.r, 
REA Express, 31 Sword st *» Massachusetts 

REA Express, 402 Oxford St., *°J^" e JShlnfiton 
REA Express, ^1^*Yangon, S. Dakota 

REA S»M» J U p S o'*Box ,T '354^ r Zanesville. Ohio 
REA Express, Rt. 4, r. o. 00* sj 
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lor international air rrelght forwarder author¬ 
ity in Docket No. 23598, will, upon receipt of that author¬ 
ity, uee REA'e services to feed Air Express and air freight 
to and fro* its 26 gatewsy offices. 

24. (a) Rone. 

(b) Arthur M. Wisehart was Assistant General 
Counsel of Anerican Airlines fro* Itey, 1959 to July, 1969 . 

(e) Ho officer, director, manager, or stock¬ 
holder of REA has been connected in any capacity with any 
air freight forwarder, etc, which had its operating author¬ 
ity suspended or revoked by the Board on account of acts or 
omissions which occurred during the time of such connection 

25. Hot applicable. 

26. Previous transportation experience of REA 's 
officers and key personnel: 

To* Kola Spector Freight System: Ryder 

• Truck Lines 



J. 0. Cunningham 
E. B. Kanla 
L. R. Masse 


Consolidated Freightways 

Pacific Xnteraountain Express 

Pennsylvania R.R.j Chesapeake k 
Ohio R.R.j Alaskan Ry.j Trucking 
Fir* 

1ML Freight Company 

Garrett Freightlines, Inc.j Southern 
Expressj I ML; Vlklngj ICX 

Spector Freight 8 ystem; IHLj Albrent 
Freight Lines; Liberty Motor 


H. H. Steiner 


A. M. Curtis 


J. F. McQuald 
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J. Oallo 

T. Delutls, Director 
Air & International 
Operatlona 

A. Pusateri, Director 
International 
Operatlona 

J. Kaufman, Regional 
Manager, Operatlona 
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Spector Freight System, Inc. 


Helms Express} Preston 151 Lines 

Phillppir.i Airlines; Air France, 
World Wide Services; Transglobal 
Freight 

Direct Air Freight; Airborne Freight 
Corp.; Shulman Airfreight; Smith 
Transportation 


27. (a) Companies which hold a stock interest in 

cai 

of 1*).’ 


applicant or in which applicant is a stockholder (in excess 


1. REA Holding Corporation 

2. REA Express, Ire. of Virginia 

3. Rexco, Inc. 

4. Rexco Supply Corporation 

5. Fast Service Shipping Terminals, Inc. 

6 . REA Express (Canada) Ltd. 

(b) The addresses of the principal offices of 
these corporations: 

1-5. 219 East kzni 8 treet, Hew York, H.Y. 
6 . 5**25 Dixie Road, Toronto, Csnada 

(c) They are all corporations. 

(d) These corporations were Incorporated In the 
following Jurisdictions: 

1. Delaware 

2. Virginia 

3. Delaware 

4. Delaware 

5. Hew York 

6 . Canada 


* / Ho? REA-loa* wm °'^ of th# *tock of REA. See Exhibit 
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‘ (•) On the following dates: 

1. July 11, 1969 

2. October 20, 1931 

3. December 9* 1957 

4. May 8, 1967 

5. December 4, 1946 

6 . January 27, 1967 

(f) Percentage of company'■ atock held by REA 
1 . 0 
2 . 100 

3. 100 

4. 100 

5. 100 

6 . 49 

<t> Percentage of REA*a etoek held by these 
corporations: 

1. 99.2* 




28 . For a description of the above companies 1 
business, see Exhibit No. REA- 103 . 


, ; ' . ■ -,*Y.; 

" ' . r. • ‘ 


29. None. 

30. No 


31. See Exhibit No. REA- 103 . 

32. Tonnage Information for the fiscal year ended 
June 30, 1971 will be Available on or about October 1, 
1971» and will be supplied at that time. 
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33• Hon#• 

3^. REA Express, Inc. of Virginia and REA Express, 

Inc. are parties to agreements (effective In 1932 and 19 ^ 2 ) 
relating to handling intrastate express traffic in Virginia. 

35. REA will continue to purchase supplies from Rexco, 
and REA Express, Inc. of Virginia will continue to conduct 
REA's Virginia operations. PSST will continue to compete 
with REA for customers, but REA and it wil*. cooperate to 
help facilitate joint air-surface moves if deslied by shippers. 

36. The benefit to the shipping public of the grant 
of air freight forwarder authority to REA is shown by the 
record in this proceeding. 

37. This information will be supplied in the course 
of this proceeding. 

38 . (a) lhis information for the fiscal year ended 
June 30, 1971 will be available on or about October 1, 1971 , 
and will be supplied at that time. 

(b) This information for the fiscal year ended 
June 30, 1971 will be available or. jr about October 1, 1971, 
and will be supplied at that time. 

(c) Salaried offices are available at the loca¬ 
tions listed in response to item 20. The trucks and other 
vehicles at these offices will be available for REA*a air 
freight forwarding. 

(d) Postponed, ae permitted. 

(e) To be supplied. 

(f) Previously filed with the C.A.B. 

(g) This information for the fiscal year ended 
June 30, 1971 will be available on or about October 1, 1971, 
and will be supplied at that time. 
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(h) This Information for the fiscal year ended 
June 30, 1971 will be available on or about October 1, 

1971, and will be supplied at that time. 

(i) An organisational chart of REA and lta 
affiliates listed In Item 27 is contained In Exhibit No. 

R£A- *°3 . This shows the stock ownership of each com¬ 
pany. The offlcexs and directors of REA are set forth 
In this Exhibit. The officers and directors of the 
other companies are the following: 



Directors Officers : 

President: Tom Kole 
Secretary: Arthur M. Wlsehart 
Treasurer: Eugene B. Kanla 


Selig Altsehul 
I. B. Jenkins 
Tom Kole 

8 pencer D. Moseley 
Arthur M. Wlsehart 


Eugene B. Kanla 


press, Inc, of Virginia 
President: 


Tom Kole 
SptncerD. Moseley 


Vice-President, General Counsel 
* Secretary: Arthur M. Wlsehart 

Ass'*. Secty: W. W. Meredith, Jr. 


Ass't. Secty: A. R. Taintor, Jr. 


Ass't. Secty: R. A. Burman 


Jack Borofsky 


Rexco. Inc. 


President: 


Jack Courter 
Z. B. Jenkins 


Vice-President, Oeneral Counsel 
ft Secretary: Arthur M. Wlsehart 

Ass't. Secty: A. R. Taintor, Jr. . 









T. 
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Jack Borofsky 
Jack Courter 
I. B. Jenkins 


Rexco Supply Corporation 
President: 


V.P., General 

Manager: jack Courter 

Ass»t. Secty: A. R. Tslntor, Jr. 
Ass*t. Secty: R. A. Barman 
Treasurer: E. B. Kanla 

Ass»t. Trees: D. P. Woodruff 
Ass't. Trees: M. J. Brlody 

F*»t Service Shipping Terminals. Inc. 

Jack Borofsky President: Jack Borofuky 

Roger Corgel Vice-Pres: Tom Kole 


Eugene B. Kanla 


V.P., General 
Counsel, it 

Secretary: Arthur M. Viaehart 

Ass’t. Secty: A. R. Taintor, Jr. 


Tom Kole 
M. 0. Lawrence 
Harry Spring. 

Boyce Prith 
John Parkinson 
W. J. Wallace 
Spencer D. Moseley 
(2 vacancies) 


REA Express (Canals) Ltd. 

President: 


Vice-Pres: 

Vlce-Pres: 

Secretary: 


M. G. Lawrence 
Ton Kole 
W. J. Wallace* 
Royce Prith 


SOURCE: Company records 
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Homing and can be delivered the use day. As Exhibit 
No. REA-351 demonstrates, lgjt of our shipments reach 
their destination within 12 hours, end 66 jt within one 

toy. 

The third factor underlying Air Express's 
expeditious treatment is the fact that under the Air 
Express Agreement, Air Express Is granted priority over 
other forms of air cargo on the aircraft. 

The results of REA's widespread network, 
ground priority, and aircraft priority are reflected 
in a number of exhibits In this proceeding. I sponsor 
two of them: Exhibit No. REA-353 and Exhibit No. 

REA-351. 

Exhibit No. REA-353 demonstrates that Air 
Express is faster than air mall in five tested markets, 
despite the fact that air mall has a higher priority 
on the aircraft than does Air Express. This survey was 
conducted In the following manner: 

On March 22 , 1971 , five air mall letters were 
mailed at the Grand Central Station Post Office, New York 
5*00 p.m., March 22; five Air Express shipments 
were picked up at REA's office at 219 Bast 42nd Street, 
New York City, at the sams time. 

The test instructions provided that both the 
toll letters and the Air Express packages would be 
sent to the REA 8 ervlce Center Managers in five cities: 
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the smaller communities, particularly those with less than 

1,000 inhabitants.—^/ The exhibit thus provides another 

» 7 

measure of the broad geographies 1 distribution of Air 
Express. 

Comparison of Exhibit He s. REA-203, REA- 20 k, and 
REA-205 demonstrates REA's readiness to serve smaller cossmi- 
nltles. These exhibits also sui gest that the cost 
readiness-to-serve are substantial, since the distributions 
of Air Express revenues and facilities are inversely propor¬ 
tionate to each other. 

Exhibit Mos. REA-204 an 1 REA 205, *s well as Exhibit 
Ho. REA-206, also show that Air Express is an important part 
of REA’s total air and surface business at all casm unity 
sizes. In other words, the tendency of Air Express to clunter 
»t larger hubs and major points is less pronounced than with 
other air cargo components, and its complementary dispersion 
among smaller communities corre 'pondingly greater. Hence 
Air Express is not incremental or ancillary to REA’s surface 
business, but rather is an essential component of the 
Company's total operations. 

When we turn from the papulation distribution of 


points served by Air Express to the city-pair markets in 
which it operates, we find that the major markets comprise 
only a small proportion of total Air Express business.. This 


J 1 »4ribution data for shipments and revenues are 
a th * * ase of Brar h Package Agencies, this 
wSf 552 1 ^ d0 ?* «ot appear in Exhibit Nos. REA-2o4 and 

delusion would r.ot, however, alter the comparl- 

*. or th * " Mon that the volimm of business 
handled by the BPA'e is relatively small. 













£ 



¥ _Pwrc«nt«g* increases In tonnagt and number of 
s hipm ents calculated from Bureau of Economics, Ini 
Commerce Cossalsslon, T ransport Economics. May, 19 ' 
1 and 3. pp. 9 and 11. “Tncreisbi -, n C:!P and popu: 
calcuUUjl from Statistical Abstrati. of the Unite. 


<f .v ,..v 

,■ • “«.*’■» u ;V* \ • >«*»• a&VsijLVi4i‘- 

■ ' •,»A+ • "'■?v.» 
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instead, be the rational result of examining the logic of 
the express ser/ice. As I have already pointed out, this 
Is a service which Is most valuable to the public when it 
extends beyond the geographical bounds of direct, statlon- 

by-station, profitability. But the service cannot reach 

■ • * . 

this extent In the absence of Government subsidy unless 
the express business of the carrter remains undiluted by 
competition in any markets, and unless the carrier also 
has the right to compete In the markets with heaviest volume. 


Relationship of 


la Service to the Small 


5: :<m- 


■ 

‘ * 


The central fact about the entire industry engaged In 
transporting regulated small shipment traffic is Its slow 
rate of growth. The Industry's volume declined by 10.ft# 

In tonnage hauled and by 2 . 5 JS In number of shipments between 
1950 and i 960 , and then experienced licreases of 26. 1% In 
tonnage and 25* In number of shipments between i 960 and 
1969. Even the apparent recovery since i 960 does not com-* 
pare favorably with the growth In real Gross National Pro¬ 
duct of *9.2* between i 960 ai>d 1969 , and it represents no 
important gain even when compared with the 12.4* growth In 
population during this period.” 

This over-sll sluggishness conceals very different 
trends in individual sub-markets. Rail leas-than-carload 
traffic has almost disappeared aloes 1950 , while motor less- 
than-truckleed traffic has grown over the last twenty years 


'la 


:■ 

. 


wk’M'iA 


KB Wgte£.§i 

: v 

;v. V 
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by not much more than the rail decline. The tonnage gain 
for the combined total of LCL and LTL has amounted to only 
13.5* between 1950 and 1969* Serface freight, forwarders 
have about held their own In toanage -- up 5 * from 1950 
to 1969» down 5# from 1955 to 19t’ ; *. They have lost ground 
In number of shipments. Parcel post has lost ktf, of Its 
tonnage since 1950 — including e loss of almost 33 * since 
1955. The number of parcel post shipments has gone off In 
about the same ratio (by 325*) over this period. Surface 

REA suffered drastic declines in both tonnage and number 
•’ - 4 ,4 V • 

of shipments between 1950 and i 960 , stabilised with res¬ 
pect to both throughout most of the 1960 's, and experienced 
further declines in the last three years. The only surface 
regulated carrier with a highly dynamic record since 1955 
is United Parcel Service, which has grown more rapidly 
than air express, air parcel post, or even air freight. 

These data, which are developed in greater detail in 
Exhibits No. REA- 312 through REA- 317 , reveal several die- . 
quieting features. 

The first is that the sluggishness of small shipment 
volume handled by regulated carriers has occurred during an 
era of economic decentralisation, emphasis on pre-packaging, 
and otner changes which should move demand for freight trans¬ 
portation toward the small shipment end of the spectrum. 
Although a larger economy -ould constantly push the traffic 
volumes of established businesses up the scale from parcel 
to small shipment to truckload and carload, such a dynamic 
economy would always generate a wide range of new smell 
shipments to fill in at the bottom .of the site distribution. 


ass 
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NUMBER OP CITIES, TOWNS AND COMMUNITIES (HAVING 
POPULATION OP lcOO OR MORE) SERVED BY REA AIR 
EXPRESS, EMERY, AIRBORNE AND ACI CARRIERS - 
SEPARATED BY GROUPS (POPULATION) 

(In rebuttal to Exhibits PA-116; PA-T-3, p. 8s 
PA-T-5, pp. 2-3; EAP-17 (No. 9), EAF-T-1, p. 

3; EAF-T-2, pp. 3-4;) 

REA Air Express Service provides service in far 
more comnunltles than either the direct air carriers or 
the air freight forwarders. This Exhibit demonstrates 
the extent to which REA provides more extensive air 
cargo Coverage than the direct air carriers (through 
Air Cargo, Inc.) and two large air freight forwarders 
(Emery and Airborne). 

Since a carrier*s tariff may list a number of 
"points” which are actually within one community, the 
number of tariff "points" listed by carriers is not 
itself an adequate basis for comparing the scope of 
service. Accordingly, this Exhibit uses "incorporated 
places," as defined by the Bureau of the Census, and 
compares the incorporated places to which REA, Emery, 
Airborne and ACI hold out in their tariffs to provide 
service. 

According to the i960 Census of Population, 
there are 8,216 incorporated places in the United 
States having at least 1,000 population. 
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v 

1. There are 678 communities with a population 
of 25,000 people or more. This Exhibit compares the 
carriers' tariffs for service at each of these locations. 
Of the 678 , REA serves 677; Emery serves 559; Airborne 
serves 64l, while ACI serves 632 . 

2. For the remaining categories, this Exhibit 
Is based on a comparison of sample Incorporated places 
drawn in the following manner: 

Population Size Sample Interval 

10,000 - 25,000 1 out of 9 

5,000 - 10,000 1 out of 13 

2,500 - 5,000 

1,000 - 2,500 


-1215 


1 out of 28 
1 out of 37 












t 
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Wire ARP WttELS 1XPRB88. IRC. 

Cities in Which Compear ftroed Offices etc Located 


II. 1 (a) 

Atlanta, Georgia 
Baltlaora, Maryland 
Boston, Massachusetts 
Charlotte, North Carolina 
Chicago, Illinois 
Cincinnati, Ohio 
Clara land, Ohio 
Dallas, Texas 
Dearer, Colorado 
Detroit, Michigan 
Greenville, North Carolina 
Hartford, Connecticut 
Houston, Texas 
Indianapolis, Indiana 
Janalea, New York 
Kansas City, Missouri 
Los Angeles, Cellforela 
Miami Florida 
Milwaukee, Wisconsin 
Minneapolis, Minnesota 
Nashville, Tennessee 
New Orleens, Louisiana 


Newark, New Jersey 
Philadelphia, Pennsylvania 
Pittsburgh, Pennsylvania 
Portland, Oregon 
Rochester, New York 
8t. Louis, Missouri 
Sea Francisco, California 
Seattle, Washington 
Syracuse, New York 
Washington, D. C. 


of 4 
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wsstlc Anants Are Located 

XI. 1 (b) 

' " ' 1 ■} ' -• \ ; ' ■ % • 


Latham, Haw York 

Ft. Wayne, Indiana 

Albuquerque, Raw Mexico 

Fresno, California 

Anarlllo, Texas 

Grand Bapids, Michigan 

Anchorage, Alaska 

Greensboro, Horth Carolina 

Asheville, north Carolina 

York, Pennsylvania 

Baton Bouge, Louisiana 

Windsor Locks, Connecticut 

Binghamton, Haw York 

Honolulu, Hawaii 

Birmingham, Alabana 

Hnntlngton, West Virginia 

Salt Lake City, Utah 

Jackson, Mississippi 

last Boston, Massachusetts 

Jacksonville, Florida 

Buffalo, Hew York 

Juneau, Alaska 

Cedar Bapids, Iowa 

Knoxville, Tennessee 

Charlaston, Hast Virginia 

Las Vegas, Nevada 

Charlotte, Horth Carolina 

Lexington, Kentucky 

Chattanooga, Tennessee 

Little Bock, Arkansas 

V. Columbia, South Carolina 

Louisville, Kentucky 

Corpus Christi, Texas 

Lubbock, Texas 

Danner, Colorado 

Meaphls, Tennessee 

Das Moines, Iowa 

St. Paul, Minnesota 

Duluth, Minnesota „ 

Milwaukee, Wisconsin 

Elmira, Haw York 

Mobile, Alabana 

Bwanswille, IadianaTalr 

Moutgoaary, Alabana 

Faribanks, Alaska 

Virginia Beach, Virginia 

Flint, Michigan 

Oklahona City, Oklahoma 

Ft. Lauderdale, Florida 

l 

* 

I 
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XX. 1 (b) 

Orlando, Florida 
Poorla, Illinois 
Phoanlx, Arizona 
Portland, Malm 
Providence, Rhode Island 
Raleigh, North Carolina 


Sandston, Virginia 
Roanoke, Virginia 
Rochester, Maw York 
Sacrananto, California 
Midland, Michigan 
Savannah, Georgia 
San Dlago, California 
San Francisco, California 
Bossier City, Louisiana 
South Band, Indiana 
Liverpool, New York 
Tacona, Washington 
Taapa, Florida 
Terra Haute, Indiana 
Toledo, Ohio 
Tucson^ Arizona 
Tulsa, Oklahona 
West Fain Beach, Florida 
Wichita, Kansas 
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NARRATIVE INTRODUCTION TO EXHIBITS ON AIR EXPRESS RATE 
STRUCTURE AND COMPARISONS WITH OTHER SERVICES 


Exhibit PC-301 compares air freight charges with air express 
charges under the suspended tariff filed with the Board for effec¬ 
tiveness on July 27, 1970. The air freight charges include the 
charges for pick-up and delivery services by the airline ACI trucks 

The comparisons are for shipments ranging in weight from five to 

300 pounds in the 15 top ranking REA markets. With a number of 
exceptions, the general pattern of charges shown by the comparison 
is that express charges are lower for shipments of 50 pounds or 
less and for 100 pound shipments up to 500 miles. Preight charges 
are lower or comparable for 200 pound and 300 pound shipments and 

for 100 pound shipments carried more than 500 sdles. 

Exhibit PC-302 compares air freight charges with express charges 
under the interim tariff filed for effectiveness on September 25, 
1970. The comparisons cover the sank markets and range in ship¬ 
ment weights as Exhibit PC-301. Under the Interim tariff, freight 
rates are less competitive in the shorter haul markets. However, 
express rates are substantially ncr*ased in markets over 700 
siiles for shipments of 100 pounds or utore. 

Exhibit PC-303 compares air freight charges with express charges 
under the old tariff. The comparison shows that under the old 
tariff the area where present charge: are lower is somewhat more 
circumscribed, but the freight rate i.dvantage is substantially 
greater for the larger shipments in the longer haul markets than 
under the interim or suspended tariff. 

Exhibits PC-304, 305 and 308 compare air parcel post rates for 
shipments ranging from five to 70 pounds in the 15 top ranking 
REA markets with air express charges for like movements under the 
suspended, interim, and old air express tariffs. Under each of 
the three air express tariffs, air p&reel post enjoys a rats ad¬ 
vantage for f ive and ten pound shipeu nts. The air parcel post 
rate advantage for these shipownts is greater under the interim 
and suspended tariffs than under the old tariff. For shipments of 
25 pounds and over, the rate advantage is wholly with air express 
under each of the throe tariffs. The old tariff provides an ini¬ 
tially wider but narrowing spread between ratss in‘the progression 
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NARRATIVE INTRODUCTION TO EXHIBITS ON AIR EXPRESS RATE 
STRUCTURE AND COMPARISONS KITH OTHER SERVICES 


from smaller shipments over shorter distances to larger shipments 
over longer distances. The suspended tariff provides an initailly 
narrower spread between air express and air parcel post rates for 
smaller shipments over shorter distances and an increasing advan¬ 
tage to air express over air parcel post for larger shipments 
moving over longer distances. The interim tariff is more compar¬ 
able in structure and level to the suspended tariff than the old 
tariff. 

Exhibit PC-307 compares the air express revenue to air carriers« 
under the suspended tariff, with the freight revenues from com¬ 
parable size shipments in the range of five to 300 pounds moving 
in the 15 top REA markets.* Exhibit PC-308 makes a similar compari¬ 
son between air express revenues accruing to air carriers under the 
interim tariff and air freight revenues for comparable shipments. 
The exhibits demonstrate that for genoral commodity traffic, the 
air carriers receive less revenue from express than from freight 
for all shipments of 50 pounds or lees, and for all poundage 
brackets in markets under 500 miles. In addition, express revenues 
are lower in most longer haul markets even for shipments of 200 
pounds and 300 pounds. 


Exhibit PC-309 reconstructs the structure of yields to air car¬ 
riers from air express movements in 19fV based on tabulations of 


REA data (REA-IR-4). Estimated yields per ton-mile show generally 
declining yields as distance of haul (rate scale) increases. Con¬ 
verting tho yield data to a relationship between air carrier rev¬ 
enues per ton and distance of haul, by multiplying each yield per 
ton-mile by the mid-point of the appropriate scale mileage to de¬ 
rive the revenues per ton, establishes that the revenues per ton 
accruing to air carriers for air express movements approximated 


$114 per ton plus 18.4 per ton-mile. 


Exhibit PC-310 compares the airlines* net yield derived under the 
old tariff for each mileage block with the ton-mile yielda under 
the interim and suspended tariffs. There is a problem in such a 
comparison because the new contract between the airlines and REA 
provides for different handling of charges for substitute service 
and for loss and damage claims as shown in PC-111, 112, and 113. 
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WARR ^Jdm^b3 R ? DU ^ TI0N to «w« on air EXPRESS rate 
STRUCTURE AND COMPARISONS WITH OTHER SERVICES 


in addition, the $11, siillion payment to REA in November and Decem¬ 
ber, 1969 depressed the overall yield for 1969 by 1.4* per express 
ton-mile flown. 

In comparing the interim and suspended tariffs with the old tariff, 
the effect of three major differences shown in Exhibits PC-111 
through 113 should be kept in mind. These differences equal ap¬ 
proximately 3.6* per ton-mile, at average distances, due to, (1) 
the elimination of the $1*, million p,yent to REA (1.4* per express 
ton-mile), (2) the substitute charges, and (3) the 36« of loss and 
damage claims, both of which will be paid by the carriers under the 
new agreement (2.2* per express ton-mile). PC-310 shows the total 
yield under the old tariff to be 34.7* and under the interim to be 
36.6*, but after these three adjustments the old would be 36.1* 
and the interim would be 36.4*, or about the same. 

In PC-311, the old, interim, and suspended tariffs are compared 
for various weights and various mile? ge blocks. 

In PC-312, airline revenues per ships ent under the three tariffs is 
shown. While this is easy to determi ne under the Interim and sus- 
.pended tariffs because it is stated separately, it must be assumed 
that tbs airlines received under the old tariff for each shipment— 
oig or little, long haul or short hai l—the identical percentage 
that the airlines received overall. 

Ono month, March 1969, was selected which was prior to the special 
*1% million payment when the airline, share was 41% of the gross 
air express revenues (as compared with the 3«.9% received for the 
entire year). The 41% share of the airlines for each five, ten, 
or other weight of shipment at variou s distances is then compared 
with the new tariff divisions. 

These airline net amounts are then converted into ton-mile yields 
for the various woights and distances in PC-313, by multiplying 

the weight of the shipment by the mid -point mileage of the selected 

•cales. 


K-114 .ho., th. utl „, „ 

pictorial form. 
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COMPARISON OF CHARGES AT TOTAL AIR EXPRESS RATES UNDER INTERIM TARIFF 

WITH AIR CARRIER FREIGHT RATES -- 

(Applicable to 15 Top City Pairs Ranked by REA). 
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Philadelphia Parcel Post 3.02 5.82 14.22 28.22 

740 1 Chicago- Express 8.50 10.50 12.49 16.64 

New York Parcel Post 3.02 5.82 14.22 28.22 

760 14 New York- Express 8.50 10.50 12.79 17.26 

Atlanta Parcel Post 3.02 5.82 14.22 28.22 
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COMPARISON OF TOTAL AIR EXPRESS R/.TES UNDER THE 
INTERIM TARIFF WITH AJR PARCEL POST 

(Applicable to the 15 Top City Pairs Ranked by REA) 


Notes Express rates include pick 'i and delivery; air parcel 
post rates include delive. 


Source s 


G.T. Miano, Agent, Official Air Express Tariff No. 1. 
C.A.B. No. l. Effective J/Ty"27, 1970° and Exhibit 3 
Statement of Informati o n and Data Supporting 

aSly^^lsivo illed " lth - ne C.A.B. for Effectiveness, 


U.S. Postal Service, 
Information , Notice 


Dome-.tic Postaqe Rates, Fees and 

557^N ivemEer 14, 157(5.- 
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AIR CARRIERS YIELD FROM 
IN 1969 PRORATED TO 


GENERAL COMMODITY TRAFFIC 
VARIOUS RATE SCALES 


1/ REA-IR-4. 

2/ Col. (1) x 39.9% equals 38.9% general commodity 
charges and for value charges per PC-113. 


3/ Col. 
4/ Col. 
5/ Col. 


(3) x Col. (4) ♦ 2,000. 
(5) ♦ 8%. 

(2) t Col. (6). 


transportation 
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AIR CARRIERS YIELD FROM GENERAL COMMODITY 

T PR0RATED 13 VAR 1°US RATE SCALES 

UNDER OLD, INTERIM, AND SUSPENDED TARIFFS 


Rate 

Scale 

“nr 

1969 Ton-Miles 
Adjusted . . 
for Circuity^/ 

Yield per 
Ton-Mile 
Old Tarif 

(2) 

— m — 

1-2 

(000) 

3,956.0 

74.94 

3 

4,230.8 

55.2 

4 

4,895.7 

46.5 

5 

6,712.8 

39.6 

6 

6,953.5 

38.3 

7 

8,293.4 

36.1 

8 

4,831.7 

36.6 

9 

5,632.7 

34.1 

10 

5,245.7 

32.6 

11 

3,631.7 

32.5 

12 

4,357.3 

30.7 

13 

2,956.0 

29.9 

14 

3,359.7 

30.0 

15 

2,134.3 

28.5 

16 

2,334.7 

28.3 

17 

3,297.8 

27.5 

18 

2,251.8 

27.3 

19 

3,349.1 

26.2 

20 

4,415.3 

25.1 

21 

2,222.4 

26.3 

22 

2,513.7 

24.6* 

23 

8-, 318.3 ;,V 

M 24.3 

24 

5,059.4 

26.1 

25 

1,788.4 

24.2 

26 

2,662.4 

23.8 

27 

818.0 

22.5 

28 

- 


29 

89.3 

12.8 

Total 

100,374.7 

34.74 


Yield per 
Ton-Mile, 
Interim Tariff- 

-m- 


Yield per 
Ton-Mile 
Suspended, 
Tariff -f 

—nn— 


77.34 

80.84 

60.1 

62.8 

50.4 

51.4 

44. 3 

43.9 

42.9 

43.4 

39.7 

40.2 

38.8 

40.1 

38.3 

39.4 

36.2 

37.5 

37.0 

38.0 

35.5 

36.9 

34.5 

35.9 

33.7 

35.3 

33.3 

34.7 

32.1 

33.6 

31.5 

33.0 

31.4 

33.1 

30.3 

31.9 

28.7 

30.3 

28.7 

30.3 

27.4 

29.2 

0 a 

30.8 

28.7 

2-8W !. 

27.6 

29.3 

28.2 

29.8 

28.0 

29.8 

- 


26.4 

28.3 

38.64 

40.04 


1/ PC-309. 

2/ Page 2 of this exhibit. 





1719(a) 




Investigation of 
Air Express Rates 
CAB docket 22387 




TRa£fic C i!Ti 9]!! Y nono FR ° M GE ' ;ERAL COMMODITY 

UNDER or n ^v^n ?^ 0 T0 VARIOUS RATE SCALES 
UNDER OLD, INTERIM, AND SUSPENDED TARIFFS 


Airline 

Revenues 

Ton-Miles Under 

Rate Adjusted Interim,. 

Scale for Circuity- Tariff^/ 


Airline 

Yield Revenues 
Under Under 

Interim. .Suspended, , 
Tariff Tariff ?/ 


Yield 

Under 

Suspended . 
Tariff V 


3,956.0 

4,230.8 

4.895.7 

6.712.8 
6,953.5 

8,293.4 

4.831.7 

5.632.7 

5.245.7 

3.631.7 

4.357.3 
2,956.0 

3.359.7 

2.134.3 

2.334.7 

3.297.8 

2.251.8 
3,349.1 

4.415.4 

2.222.4 

2,513.7 

2.381.3 
5,059.4 

1.788.4 

2.662.4 

818.0 


53,059,265 

2,544,409 

2,465,058 

2,975,292 

2,982,886 

3,292,662 

1.873,792 

2,159,531 

1,898,460 

1,342,159 

1,548,606 

1 , 020,000 

1,131,679 

710,922 

750,161 

1.037,719 

707,148 

1,014,992 

1,269,386 

638,115 

688.911 

671,788 

1,450,759 

493,408 

749,678 

229,091 

23.540 


77.3C 

$3,196,915 

80. 8C 

60.1 

2,655,255 

62.8 

50.4 

2,514,834 

51.4 

44.3 

2,945,409 

43.9 

42.9 

3,021,149 

43.4 

39.7 

3,334,630 

40.2 

38.8 

1,935,766 

40.1 

38.3 

2,218,496 

39.4 

36.2 

1,964,988 

37.5 

37.0 

1,379,306 

38.0 

35.5 

1,606,413 

36.9 

34.5 

1,060,354 

35.9 

33.7 

1,185,039 

35.3 

33.3 

740,223 

34.7 

32.1 

785,488 

33.6 

31.5 

1,089,723 

33.0 

31.4 

744,538 

33.1 

30.3 

1,068,918 

31.9 

28.7 

1,338,364 

30. 3 

28.7 

674,010 

30.3 

27.4 

730,957 

29.1 

28.2 

714,604 

30.1 

28. 7 
27.6 

1,545,485 

523,834 

30.5 

29.3 

28.2 

792,915 

29.8 

28.0 

243,874 

29.8 

26.4 

25,240 

28. 3 


Total 100,374.7 38,729,417 38.6 40,036.746 


1/ PC-309. 

2/ PC-114. 

1/ Col.(3) ♦ Col.(2) - Col. (4). 
1/ Col.(5) ♦ Col.(2) - Col.(6). 
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NARRATIVE C0MENT3 ON 1000 SERIES 
OF REA EXPRESS irt-gBITS 

My name la Colin H. McIntosh. A e'-^mary of my qualifications is 
attached hereto as Appendix A. I sponsor xEA Exhibits 1000 and higher. 

The prime objective of the 1000 series of exhibits is to examine the 
airline role in the Joint REA/alrllnc move.rnt of Air Express and the cost 
thereof to the airlines based on 1969 data. The role of REA Express (REA in 
future references) in the total of all functions for providing express ser ¬ 
vice and the cost of the functions performed by REA is the subject of other 
series of exhibits. 

Inasmuch as the Air Express costs Incurred by the airlines are only 
one portion of their over-all cost for carrying freight, express and mail in 
total, I believe the only sound way to bresk out express costs is by separat¬ 
ing the costs for each product in the total. This permits, of course, compari¬ 
son between costs and financial results for each category of cargo rather than 
Air Express alone in a vacuum while lgnorirg the role of other cargo in the 
total picture. 

The two prime conclusions which result from the 1000 series of exhibits 

are: 

1. The reported (not estimated) urlt revenue to the airlines for Air 

Express carriage during 1969 averaged some 34.79 cents per revenue ton mile 
(REA-1001 this was about 00)1 higher thin the average 21.76^/RTM for freight 

and about 40£ higher than the average 23.51//RTM for mall. These are easily 
developed from Forms 4l and 242 filings ani are not dependent on any statisti¬ 
cal allocation process as are costs. 

2. The over-all workload and functions (exclusive of pick-up and de¬ 
livery) performed by the airlines for handling and servicing Air Express (or 

1/ Pursuant to an amendment to the Air E.r>ress agreement the airlines agreed 
to reduce the amount of their share of divisions of Air Express revenue 
by $3 r* 111 on, half of that amount In 1969 and the other half in 1970. Aa 
set forth In other exhibits, the alrll-.es insisted that this reduction 
vould be agreed to only once and they -avc subsequently refused to accept 
a share less than $4l million, baaed m the shipaents carried in 1969. 
Thus, If the airlines had received $4l million In 1969 their yield per 
RTM would have been even higher — apjraxlsatcly 37)1 per ton mile. 
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■all) on the ground lo far leso by f-ny unit measure customarily used (shlp- 
■ont, piece, ton, etc.) than performed for freight. Thus, airline unit coote 
for Air Express ground-performed functions must be substantially less than 
for freight for which the airlines perform all functions. 

While I will discuss this aspect In greater detail in subsequent text, 
reference here Is code to Exhibits REA-m-209, 1085 , 1086, 1087 and 1084 In 
that order, all In support of this conclusion. 

The first conclusion (unit revenue comparison) Is an Important fact 
* lnc0 —- n lf the airlines d id perform all the same functions for express 
(and mall) that they do for freight, theri would still exist a substantial 
spread on a unit basis between the 34.y5#/RTM realised from express revenues 
and any reasonably arrived at estimate of unit cost for cargo as a whole . 

For example. It Is easily developed from REA-1001 that, depending on the 
allocation method used for separating over-all cargo (F» In total) costs 
frcoi passenger-related costs (passengers plus baggage), the over-all unit cost 
for cargo as a whole must range In the order of 24-27 cents per ton mile. The 
known unit revenues (*/RTM) for both freight and mall are each below this 
range. Express unit revenues are some 8 to 11 cents above this over-al> 

(FEM) average cost range. It would require a substantial statistical distor¬ 
tion of average cost for FEM as a whole to reach a statistical conclusion that 
the unit cost for express (or mall) la ao much above average and that the 
freight ao much below average os to maka express unprofitable to the airline* 
or freight profitable. 

Ky second prime conclusion above Is supported by even e cursory ob¬ 
servation of express aid freight servicing at any major airport, this, plus 
the knowledge that REA rather than the airlines performs moat of the functions 
for express (which the airlines perform themselves for frolglit) which would 
be reflected aa overhead coots for traffic servicing, reservations, sales, 
advertising and publicity and general administration. REA Exhibits IR -209 
and 1084 through 1087 are directed toward this point. 

This simple fact. In my opinion, strongly favors the preelection that 
unit coate to the airlines for express carriage should be less than tho TTM 
average and unit costs for carrying freight must bo much more. To — a 
reasonable estimate of what these differentials are In unit eosts from average 



. . - . . \t 
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(FBI) Is the primary objective of the 1000 series of REA exhibits. REA-1001 
smsarizes the results of ry analyses In terns of operating profit or lose. 
REA-1002 and 1003 go beyond operating results to succarize estimates of prob¬ 
able net profits and return on investment ranges by type cargo (mi). 

Revenue end Cost Bane Data Used . 

The agreed-on from* of reference haj been calendar 1969 data for the 
domestic trunk and local tervlcr airlines on a 46 contiguous-state basis — 
in fact the sane base data used in the Domestic Passenger Fare Investigation 
now in process. Docket 2l3u6-7. Among all parties the Bureau glome has pro¬ 
duced on a uniform basis a break out of scheduled service data from the total 
Form I»1 data so as to eliminate extraneous services not germane to this in¬ 
vestigation such as MAC and other non-scheduled services, etc. I have uoed 
the Bureau produced data for scheduled services as reproduced in Bureau 
Exhibits in Docket 21066-7 (also reproduced os PC-IR exhibits in this proceed¬ 
ing). 


This means that I have accepted as reasonable the Bureau separation of 

scheduled all-cargo costs from total scheduled service costs. 

Separation o f Over-all Cargo (FBI) Costs 
Fron Passenger (and Bagragc) Costs '.' 

Bo such separation obviously is required for all-cargo services. For 

combination paisanger/cargo services, several alternative methods of such 

separation are available as is veil illustrated by the Bureau exhibits in Doc. 

21866-7. These include several variations of the so-called "Joint-product 

method" of allocating cosU betveea passengers and cargo and the so-called 

■by-product assusiption" that cargo costs in total are exactly the —_ as 

total cargo revenueo 


I hove produced two parallel series of exhibits - the 1010-1016 series 
and the 1020-1024 series - the first of which is based on the Joint-product 
■cthod of separating cargo from passenger costs and the secoul on the so- 
called "by-product n. sumption" for separation. I have produced these par¬ 
allel series (vhlch lead to different results for FEM coats either in total 
or separately) to permit examination of coats on both bases. 


If a W»rent this is merely an assumption without foundation or support 

fwm any meaningful coot allocations basod on workload measures or cost- 
csusatlve functioim. • 
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aureau in ooc. <210)0-7 takas a strong position thnt only n joint- 
prednct cost separation is ransonahls^/ I have used the Bureau data so 
««v«lopod in Doc. 21066-7 (with a vary minor and inconsequential adjustment . 
see REA-1013) •* the hose allocation step in ny analyses founded on j Mn»- 
product separation of cargo fren passenger costs. Hy analyses of the Bureau 
saetbod for making this basic separation leal oa to that it produces 

as reasonable results as any allocation method can be expected to do. 

*r examination of the carrier exhibits in Doc. 21066-7 indicates that, 
of the carriers taking a position as to the proper concept for separating 
cargo froa passenger related coats (Eastern, Delta, TWA and Udted), all 
favored the by-product concept. United in particular advanced strong argu- 
nents in support thereof (UA-100). it, therefore, the carriers generally 
appear to believe the by-product nethod is sound for establishing passenger- 
incurred costs in the passenger fare ease now in process (Doc. 21066-7), it 
appears only logical that the residual (of combination passenger/cargo coats) 
Iron the sane data could be considered the over-all coot for cargo (pai). I 
have therefore produced the REA-1000-1024 series of exhibits separating pas¬ 
senger and cargo costa on the by-product basis. 

Although ee shorn by REA-1001, this process results la lover costa for 
cargo, the cooperative relationship of cost and profitability (or loss) be¬ 
tween freight, express end anil is not substantially altered. 

Establishment of the relative levels of unit costa tor freight, express 
* al “ 11 **, la ny opinion, a non laportant objective in this case ♦>—» the 
precise costs, lbs latter probably can never be determined to the —ti tfe -- 
tlan of all parties. Required at least is eithert (l) an auct ion process 
accepted as sound by nil parties or (a) preferably, a thoroughly professional 
Industrlal-englnecrlng/accounting analysis of tha airlines actuU. coats so as 
to separate tha into tha components of irrsanenr flnciudin. — 
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express sad sail. All the allocation processes we asust use Mist be In oajor 
degree dependent on statistical assumptions and Judgments. Such allocation 
processes become validly debatable alnply because they depend heavily on 
statistical applications and Judgments. The best we can hope for Is reason¬ 
able results derived iron reasonable use of statistical Measures and Judgment*. 

Although I have computed my estimates carrier by carrier, Z do not 
place great eaphasls on the precise numerical results b/ Individual carrier, 
particularly when carried through all tbs many steps of allocations to flml 
return on lnvestmci t. The weighted Industry averages are. In ay opinion, 

■are me a ningf ul, particularly for the trunklines. The exposure to «Hnrw dis¬ 
tortions which can be expected In any allocation process as eoaplex as that 
required here may distort the final result for an Individual carrier but are 
■oar# likely to cancel out In greater degree In the totals for all carriers, 
each of which has a different traffic nix, different Internal cost distribu¬ 
tion between major accounts, different over-all cost level and — despite 
C.A.B. standard reporting procedures — different Internal account treatments .i/ 

Establiohaent at Air Express Cost to the Airl ines Cannot Properly 
Be Done Without Simltaneously Establish!nr. freight and Mall Costs . 

All three categories of cargo are carried slmiltaneously In the same 
aircraft. Each la handled and serviced on the ground by the eiriinee by the 
sane personnel and functional organisations, but freight requires Mich more 
airline handling than express or mail. Tor freight, their airlines perform 
*11 ground functions and incur all overhead coats (except pick-up and de¬ 
livery — charged separately). For Air Express, REA perform s virtually all 
functions and Incurs all overhead charges except for (l) physical movem ent 
of shipments between REA airport terminal and aircraft aad (2) loading and 
unloading (REA-IR- 209 , 1085 , 1066, 1007). In all my analyses to follow I 
have adopted the Judgment that ground servicing and overhead workload aad 
cost distribution for mall between airline aad the POO Is essentially the same 
far Air Express. 

These'fundamental differences la Urn ground handily, servicing and 

overhead responsibilities on the part of the airlines between freight and 

Air Express aad nail sake it invalid, la *r opinion, to attempt to establish 

y The last point is particularly pertinent for the loom canine carriers 
*»sa VMM hi present difficulties in the application of the B.E. basis 
coating methodology - see B.C. 36 a, Docket 21666-7. 
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tho coot for any one of tae three la a statistical vacua excluding the other 
two. Evan after establishing, by allocation, an over-all cargo coat (FIN), 
this is merely tbo ra of the cost of a six of three different types of cargo, 
idilch Involve highly different decrees of workload and functional responsi¬ 
bility on the ground; aad, thereby, unit costs. Zt Is singly invalid to dis¬ 
tribute the ground related costs for the sis of FBI on the basis of relative 
shipments, pieces, tons or other such neasure as If the unit costs were 
equal 

Distribution of ftu Cost Related to Capacity . 

9m Bureau's cost allocation formulas or method (as do moat others) 
separate total costs Into the two assosd major components of (1) capacity- 
related costs aad (2) traffic-related costs. The flret roughly lncludee all 
ten 4l major functional accounts covering aircraft operating and servicing 
costs (6100). The latter encompasses the major overhead of cost categories 
of Passenger Service (not for cargo, of course). Traffic Servicing, Reserva¬ 
tions aad Sales, aad Advertising aad Publicity. Servicing Administration is 
generally allocated between the capacity and traffic-related cost pools on 
tbs basis of relative Aircraft Servicing aad Traffic 6ervlcli« costs. Qenaral 
and Administrative overhead Is also allocated between the two cost pools on 
tbs basis of relative other cash eo»t»J/ 

The division which X show In Exhibits REA-1011 and 1021 of total JIM 
costs Into capacity-related and traf ic-related coats follow the Bureau 
procedure la Doe. 21666-7 sad, of course, is based on Bureau exhibit data. 

*r allocations la REA-1011 end 1021 of the capacity-related cost pool 
between freight, express end mall ere based on relative tern miles of traffic, 
tees each load of freight, express and mall la aboard tbs aircraft I see no 
valid distinction between them for allocatlxg the relative cost for flyli* 
and servicing the airplane. Each la being carried in the ease eet of air¬ 
craft cargo bins irrespective of the label each carries. Tw^ gs of each 
y I note this whs done in at leasCeae earner exhibit la Dee. 20396. 

2/ Slightly different compositions of these two basic cost m rmrTImrs 

wed la earner exhibits but tor practical purposes the Bureeu 


realistic. 


i'i division 
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time* the distance coved (RTM) appear* a valid allocation unit for distribut¬ 
ing capacity-related cos*;* ,i/ 

Traffic-Related Co3t Distribution . . 

My exhibit* allocate this basic pool of costs (all ground-incurred) on 
the basis of relative tons enplaned weighted to reflect my Judgment of the 
differential between the airline ground servicing costs of freight (for which 
all functions are performed) and express or mall (for which only a mr.™- part 
of ground functions are performed (REA-1082)). 

Por weighting purposes I have derived a Judgment that the airline- 
incurred traffic-related cost# for a ton of express or sail is 25* of the 
average 17H coet per ton. As is evidenced from REA-1011 or 1021, this 255S of 
aversgs cost may b* converted to a relationship between express and freight. 
This indicates that express.coots are in the order of 15* of freight. 

My Judgment in the above differentials is derived from REA exhibits 
1084 through 1087 > each attacking the problem in a different manner with 
different and often non-corparable airline data. 

REA-1085 summarises ay judgment conclusions based simply on ay per¬ 
sonal observations at tteshlngton Rational Airport. (PC-XR-101 through 104 
Indicate that some 88* of Air Express traffic is serviced at airports with 
REA personnel end/or REA terminal facilities). Comparative observation of 
Air Express and freight handling and purely Judgment weighting suggested to 
■e that the at-nirport functions alone are about 85* performed by REA for Air 
Express vs. some 15* by the airlines, for freight, of course, each airline 
performs all the functions and workload for its own freight originated and 
terminated. 

REA-1086 applies United's industrial engineering formula Introduced as 
UA-9, Docket 20398, to a comparative costing out of freignt and express func¬ 
tions at the airport (the airport handling and servicing functions of the 
Form 4l Traffic Servicing account). Italted’o witness, Sheffert submitted 
written testimony UT-2 that) 


1 / Weighting of ton miles by so-called density and priority factors tea «■_ 

oft« employed in past cases. X will advaLos my 

of such weighting methods In ribssipient discussion. “ pnwrlotJr 
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"This method of allocating grov.:id handling expense to 
individual shipment has been cc;isifctcntly used by 
United In prevloue rata Justlfinations to the Civil 
Aeronautics Board." 

Hr. Sheffetb also testified that: 

"This portion of the traffic servicing (UV-9) formula 
Includes the ramp serviceman's activities In the move¬ 
ment of freight from the freight receiving area, through 
the plane loading and unloading stages, to the <«Qv»ind 
receiving and distribution areal" 

Thus, the UA-9 formula covers the earn functions listed In REA-IO 85 
and provides a reasonable means of checking my Judgment conclusions in REA- 
1005 against formula-developed costs for typical 1969 freight and express 
shipments. It will be seen when the per shipment costs developed by this 
formula are converted to cost per ton that the airline-Incurred cost for an 
axpress ton Is about ll£ of cost per freight ton. 

REA-1007 places the airline-incurred costs for ground servicing In 
roug: perspective relative to the total truffle-related costs, for express, 
an airline should Incur practically mo coats In this total other than the 
minor proportion of ground handily (REA-10C6 Indicates about 11%) and possibly 
same very minor expenditures for liaison purposes with REA, etc. REA In es¬ 
sence is responsible far and performs all the basic reservations, sales, adver¬ 
tising, publicity and accounting functions plus most of the residual Traffic 
Servicing aside from ground handling. The costa for these REA functions are 
not deducted from the portion of revenues distributed to the airlines end, 
therefore, should not appear as airline-incurred costs for express (if, of 
course, an ai r li ne uni laterally chooses to uqplify the REA efforts with 
specific supplemental expenditures to develop express traffic, costa for the 
sane would appear In airline accounts)^ 

In essence, the REA-1007 and 1006 data, used In conjunction, would sug¬ 
gest that the total ai r li ne -I ncur red cost for traffic-related coats for ex¬ 
press (or mall) is less than 5 * of that Incurred for freight on a per too 
taels. Footnote 2 of REA-1007 Indicates a similar set of data developed by ' 
the fcaresu for American produces a parallel estimated of about '-6 percent. 
Similar TWA data suggests 11.6 percent. 


If the airlines do have a re c ord of actual expenditures (not allocated) 
made specifically for eximesa, tbrn^SSbtaurceentad. ' 


these should be presented. 


4 
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These percentages, developed from cubetantially differ Inc data break 
down by airline, all support my final JuJ<_--*nt conclv.oion that airline- 


incurred traffic-related costs for Air Express oust be leas than 1 Q^» of those 


Incurred per ton for freight. As shown by the unit cost comparisons provided 
by REA-1011 or 1021, cy use of a Judgaeut relationship of express costs to 
average FEM coets at 25?» produces express costs of some 14-15$ of freight. 


This provides a very conservative allowance over tiw REA-1087 developed rela¬ 


tionship. 

REA-1004 provider, another approach toward estimating the probable re¬ 
lationship of airline-incurred traffic related costs for express to the 
average for cargo (FEM) as a whole. This, of course, is basically a Judgment 


the relationship of express cost to average FIX cost is well on the conscrva- 


In brief, the readily available statistical evidence Z have examined 
supports my general knowledce that the airlines incur only very minor costs 
on the ground for servicing express (or mull) other than for actual loading 
and unloading. For estimating purposes a 5-10$ relationship to freight 
probably is nearer the mark than the higher percentage ve have used for de¬ 
veloping traffic-related express and mail costs per ton. 

Xn susnary, the exhibits I have prepared show for tbo year 1969 , on 
an extreme!,' conservative b&jis, the following conclusions with respect to 
airline air freight, air moil, and air express costs end revenues: 

1. Airline yields per ton mile were 34.79 cental for Air Express 
versus 21 "*6 cents for air freight and 23->1 cents for air mall (REA-1001). 

2. Airline costs per ton mile were 23.74 cents for Air Express, 29.11 
cents for air freight, and 21.78 cents for air mall on a Joint-product costing 
basis (REA-1001). On a by-product costing basis, airline coats were 20.30 
cents for Air Depress, 26.27 cents for air freight and 18.66 cents for air 
nail (REA- 1001 ). 

3« Air freight is carried at a revenue to Joint cost ratio of .7473 
and revenue to by-product cost ratio of .( 263 . Treating Air Exprces aa air 
freight has been treated, produces these results: 


1/ The yield per to- mile from Air 
33.60 ccnte (REA-1003,. 













; 
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Air freight Revenue ■ Air Extr;?s Revenue 
Air Freight Costs Air Express Costs 

Joint-Prod act: 

gj.76d/ton c lle « x _ 

29U*/ ton oile 23-W/ton Bile 

Air Express Revenue ■ 17.75*/ton alle 


By-Product: 

21.76d/ton Bile . ■ y 

26.2)*/toi one . 20.30*/ton mile 

Air Express Revo cue ■ l6.8l*/ton mile 

' ' ' l 

4. If freight, express and nil are to bear fully allocated costs plus 
the 110 rate of return for trunk carriers recommended by the in 

Docket 21666-7, the airlines• division of Air Express revenues should be no 
■ore than 25.62* per ton mile on the Joint-product basis or 21.67* on the by¬ 
product method (REA-1005). 

Factor far 



the records of past CAB proceedings Involving mall rates (Dockets 
1 S 3 M 9 sad 18381) are replete with the use of and contention relative to so- 
called "density factors" for weighting reported ton miles of traffic and the 
distribution of costs on the basis of such weighted ton miles. This process, 
however, was not used by the Bureau (or any other party to my knowledge) In 
exhibits presented In the current passenger fare Investigation, Docket 21866-7, 
the base data and general frame of reference for which Is being used In this 
proceeding. 

This density-weighting concept Inherently assumes that the cosnonly- 
shared allocated cost chargeable to all types of car«o (baggage, freight, 
express, air mail and first class mall) should be distributed to each class 
of traffic based on how much of the theoretical apace In each aircraft'a cargo 
bins Is theoretically used by each class of cargo.1/ I feel strongly that 
this concept, which Introduces many probabilities tor erroneous data,! can 
seriously distort the real cost relationships between cargo types and 1 In 

1/ X stress theoretical because ao records are Mintsiimi by the airiinea 
of space utilisation to ay knowledge. Certainly not much evidence has 
been presented on density in this ease other then for Air feepreas. (See 
REA-1075) 
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fact, is a useless process even if it could be ecundly carried out. Among 
the several reasons why 1 feel thic concept should be rejected are: 

1. It presumes that a so-called space computed load factor - at best 
probably inaccurate since it must be derived from sample density data of hi chi y 
unreliable and contentious nature - is somehow more significant than the weight 
load factor that is customarily used by all carriers and reported in the Forms 
1*1, based on highly accurate velght data which all carriers as-rntjiin in the 
normal course of operations. 

Furthermore, the payload availability data maintained and reported 
in terms of weight (available ton miles) incorporate the alternative limita¬ 
tions of both apace and weight on aircraft available payload inasmuch as the 
available tons of payload by aircraft form the basis for computing available 
ton miles. This is evident from the data filed with the CAB in accord with 
Standard Practice Letter No. 4. Thus, if the carriers are properly computing 
and reporting available ton mile capacity, this data is weighted by both 
weight and space payload limitations encountered in actual practice. I see 
little reason for rejecting it in favor of something nebulous and contentious. 

2. The "space-payload, relative-density concept", if applied, must be 
restricted to the capacity-related portion of the total costs allocated to 
cargo (including baggage as cargo). Density has nothing whatsoever to do with 
the ground (or traffic-related) portion of costs. 

3. Density weighting factors, if ured, should be further restricted 

in application to the same percentage of capacity-related costs as (a) revenue 
ton miles actuall y accumulated on flichts operated at 100]( space payload bear 
to (b) total revenue ton miles on all flights. In brief, unless all flights 
in actual op'ration are flown at their apace limits, the density-weight con¬ 
cept is Involved. Evidence presented by at least one airline in Docket 16381 
indicated that about one-half, of all its flights were operated on nights 
which imposed s weight rather than a space limitation on total av«»»*»H« pay¬ 
load. (This,, of course, nay not limit actual payload.) 

4. Exhibit REA-1071 provides a commutation of average annual weight 
load factors for belly bias in scheduled combination services. No doubt this 
data include# soma percentage of flints actually operated at actual 1000 load 
factor la tarns of space. However, we are all working with averarms and those 
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for load factor do not Justify applying a densitv-veightlng concept to all 
flights on the assumption that all flights are actually operated at space 
limits (100£ space load factor). Exhibit REA-1071A shove the Industry's aU- 
cargo service average lo«4 factor at some 1*5^ on a weight basis. 

Exhibit REA-1076 weights reported ton miles by alleged density factors 
found in AA-22, Docket 21856-7^• It Is apparent from REA-1076 that the 
average (weighted) density of cargo as a whole exceeds tne 10 pounds per 
cubic foot customarily assumed in the absence of specific data. Therefore, 

If we assume the available ton miles reported reflect the twin Influences of 
space and weight limitations on available aircraft payload (as they should), 
the overall cargo load factor based on density-weighted ton miles actually 
becomes leas than if unvslghted ton milee of traffic are used. This would 
suggest at laast that on the average the airlines may have a lower load fac¬ 
tor In tens of space available than weight available. 

The application of the density factors to cargo ton miles by class 

traffic would. If used for cost allocation, increase the share of overall cost 
assigned to below-average d«no<ty traffic In favor of lower cost for above- 
average density traffic. This la quits an artificial process. Unless the 
aircraft la full and available traffic Is refused because of this, the rela¬ 
tive densities of traffic types do not natter. If a specific belly bln la 
75 £ unused, it really does npt matter insofar as cost whether some pieces of 
cargo weighing 10 pounds occupy 1 cubic foot of space or 1.2 cubic foot each. 
In principle, of course, I would not object to the application of accurately- 
developed density factors to that small, percent of total capacity coat which 
la Incurred by flights operating at 100)1 space payload - if this could be 
determined. Obviously, It would be a minor matter. 

5. Tor this proceeding both RXA and the airlines have offered evidence 
of recent Air Express density. Both conducted tost samples within the pant 
two months (REA-IR-22 and KMR-200). The REA tests produce an average actual 
density of 12. 5* pounds por cubic foot baaed on actual measuring and weighting 
of places. The airline teats, conducted by weighing aircraft cargo containers 
of know volume before and after loading with express, produced a naan air 

i/ American la the only carrier which submitted data on the respective den¬ 
sities of each type of cargo either in this case or la Docket 21866-7. 
AA-22 shows that the data la narmly a compilation extracted from various 
•ources la Dockets 163*9 aad 18)81 and la ant purported to be American's 
expectance currently. 
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express density of only 7*00 pounds per cubic foot - a density average pre¬ 
sumed to prevail for air express as loaded in the cargo bins. 

Without comment here on the valldlt;.- of either sample result, we are 
still faced with a practical problem whichever (if either) data is selected 
as representative.^/ lie have no comparable tests of baggage, freight, or moll 
densities made during the come periods, at the sane stations, by similarly- 
instructed personnel under the same conditions. To simply reach back into 
prior cases to select density data from other samplings probably mode under 
different conditions, or, to merely rely on an earlier Board "opinion", is a 
subjective rather than an objective approach and does little to establish 
facts. But even if this Improper approach is alleged Justifiable for want of 
something better, we have a wealth of conflicting samples to choose from as 
evidenced by the voluminous record of contention between the carriers and the 
feet Office Department over first class mall density in Docket 18381. Merely 
because the Board in its Opinion had to choose one of these conflicting num¬ 
bers and finally selected a result of 19*21’ pounds per cubic foot density for 
first class mail (much liighei than the results from any airline 6ow*le), does 
not prove under current conditions that first class mail averages out at this 
density or even close to it. 

Without further belaboring this polrt, it should be apparent that estab¬ 
lishing validly comparable density data for different types of cargo is a 
slippery task. For this proceeding we simply do not have data that is validly 
comparable. 

In summary on density, the obvious deficiencies In available density 
data by cargo type, plus the lack of need to be concerned with probable 
moderate differentials in average densities in the context of current Industry 
load factors, reinforces my Judgment that the whole density-space-payload 
concept Is an unsound one to substitute for the weight payload data all air¬ 
lines use in the normal conduct of their operations and report to the CAB In 
accord with standard practices. 


li MUM 


Assigning a higher priority to on* type of cargo than another does not 
Increase the real coot of servicing or transporting such cargo. Furthermore, 


1/ The SiJi reduction from real to "1 
require evidence of such similar 
density la to be considered la ■ 


" density eppeero so great as to 
tien tor other types of cargo if 








I 
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aa used in past coses, the "factors" assi&ied are wholly subjective and not 
related to the order of cargo priority (baggage, air and express are 
customarily given a factor of one). HEA-1088 Illustrates I tow subjective 
ratings have varied In past cases. 

The aura of statistical respectability that the priority weighting 
concept appears to have gained In past cases seems to be founded on uncriti¬ 
cal acceptance of it as a cost factor rather than cpplicatlon of logic. High 
priority does not add to the real cost of serving high priority traffic. 
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OOLIN HUGH McL'TOSH 


Mr. Colin Hugh McIntosh la a long established consultant in air trans¬ 
portation with offices at 5)01 north Washington Street, Alexandria, Virginia. 
Prior to nld -1967 he conducted, hla consulting practice froo Washington, D.C*. 

Aa °° g consultants specialising in air transport he la virtually unique. 
With more than 18 years' experience as an independent advisor to nany U. S. 
air carriers, aircraft manufacturers and the U. S. Government, he combines 
some fifteen years of actual experience with overseas, domestic trunkline end 
short-haul airlines as a crew member, departmental supervisor and Vice Presi¬ 
dent of Operations. 

Since establishing his own consulting practice in 1952 , Mr. McIntosh 
has been retained by many air carriers. For these companies he has prepared 
numerous cases and served as principal witness In many economic proceedings 
before, the Civil Aeronautics Board, including air cargo cases. He is recog- 
^as on expert on air traffic, operations, costing and general economic 
problems of the industry. In addition, he is one of the few independent 
specialists available for the economic evaluation of aircraft and has assisted 
several airlines in their re-equipment problems. 

Be has also served as a consultant to three manufacturers. For Cana- 
dair Ltd., he conducted an extensive market survey and made an evaluation of 
the design features of a she rt-haul transport that this company proposed to 
build and later made an ecc-.iomlc assessment of the turbo-prop Convair for 
local service operations. Prior to the production of the S- 6 l twin-engine 
turbine helicopter, he made an economic study for Sikorsky Aircraft which 
was widely circulated throughout the industry. While associated with another 
consulting firm, he analyzed the potential economics of a proposed cargo 
aircraft for Curtis Wright. 

In 195 k he temporarily suspended private practice to assixne responsi¬ 
bility for preparing the National Civil Air Policy report req .ested by the 
President. Subsequently, he became a Special Assistant to the Secretary of 
Commerce to make an administrative survey of the Civil Aeronautics Administra¬ 
tion (now FAA) and recommendations to the Secretary on Internal organization 
and policy of the Agency. 

Prom 19l»8 to 1952, Mr. McIntosh held the position of Vice President of 
Operations of Allegheny Airlines. In this position he was in charge of the 
JliCht, Maintenance and Station Operations Departments, including such other 
functions as schedules, space control and reservations. He Joined this com¬ 
pany at the time it was awarded extensive passenger routes throughout the 
middle Atlantic states and was primarily responsible for its reorientation 
^ ro ° an air mail pick-up service to a certificated passenger carrier. Among 
other tasks in this reorganization, he carried out the following: 

Establishment of a new main base of operations at Washington 
and transfer of personnel and facilities from Pittsburgh. 

Retraining and qualification of existing company flight per¬ 
sonnel, primarily experienced la single engine "pick-up" 
service, for scheduled passenger service. 

Employment and training of approximately 300 new operating 
personnel for the greatly expanded operations of the com¬ 
pany, Including both crew members and stations personnel. 

taploymsnt of several new supervisory personnel to head *9 
department and functions new to the company. 
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Selection and Installation of ground facilities for scheduled 
passenger service at sene 30 stations not previously served 
by the coapaay. 

Preparation of a conpletely new set of operating specifica¬ 
tions required for a now CAA operating certificate Including 
a new operations annual covering all pbaccs of service. 

Isplementatlon of day and night contact and instrument opera¬ 
tions over some 2000 route miles serving 3 k stations. 

Prior to Joining Allegheny, Mr. McIntosh had planned ouch of this work 
while an associate with Charles A. Rbelnstrom, Inc., a major aviation con¬ 
sulting firm of tlcw York. Actual scheduled services were in fact cccnenced 
by Allegheny within less than three months after award of Its passenger 
certificate and the entire route was In service within eight months. 

As an associate with Charles A. Rbelnstrom, Inc. from 1946 to 1948, he 
performed economic, operational and technical assignments for several oajor 
airlines, state and municipal aviation commissions and Investment interests. 

Prior to associating with Charles A. Rbelnstrom, Inc. he was on loan 
from American Airlines to American Overseas Airlines as Special Assistant 
to the Vice President of Operations. During 1946 he asslstod this Interna¬ 
tional airline to reorganize Its operations for the post-war activation of 
Its trans-Atlantic route system. Specifically, his assignment Included: 

A survey of company routes to and throughout Europe to evaluate 
operating problems and recommend operational procedure*. 

Introduction of advanced long range operating techniques to In¬ 
crease safety and efficiency on North Atlantic routes. 

Reorganization of the flight dispatch and training departments. 

Following military flight experience in the early thirties his Initial 
airline employment was with National Airways (now Northeast Airlines) as a 
Flight Superintendent. Subsequently he Joined American Airlines In 1938 and 
served this company in a wide variety of operational asalgnsents through 194 $. 

Nr. McIntosh joined American aa an lnutructor in this company's newly 
activated flight training center at Chicago 'here he specialized In Instru¬ 
ment navigation techniques. In 1941 he was conned to Consolidated Aircraft 
to serve as a flight navigator In that company's Initial trans-Paclflc de¬ 
liveries of lead-lease aircraft to the Far East. 

At the outset of World War II be was Immediately recalled by American 
to help initiate what was soon to becosM a world-wide operation under con¬ 
tract to the Air Transport Coanand. Simultaneously holding the positions of 
Assistant Superintendent of Military Training and Chief Navigator be played 
» leading role In the company's contract operations throughout the war years. 
At Chicago be organized and administered a flight training center which sup¬ 
plied the company and the Military with more than three hundred pilots and 
navigators trained In trone-oceanit navigation and long range flight tech¬ 
niques. Be also organised, staffed and administered the company's navigation 
department. Aa a crew member, be participated In the survey flights on each 
nav route activated by the company, flew many special missions sad accumulated 
acme 1500 hours checking out newly assigned crews on overseas flights. 

While with American Airlines he authored Radio Navigation for Pilots 
(adopted as an official U. 8 . Navy manual) and Long Range Flight, one of tho 
first authoritative texts on the techniques of long distance aircraft operr- 
tlons. Ho waa also instrumental in developing standard procedures In this 
art for the Air Transport frame ml and, aa a consultant, helped organise its 
long range flight training center la Maul. 

Mr. McIntosh la a master of the Amarloaa Institute of Aeronautics end 
Astronautics, Institute of Navigation (first president) and the National 
Aviation Club. 
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Combination Service* 
All-Car 60 Services 


Freitfit 

715,155 

67,306 

**97,193 

total 

1,299,65** 


_I 2 r 2 ii 

103.485 

1,045,501 

1 , 636,160 

^06,317 

600,678 

2,3**5,155 


Bote: It is practical to check the all-cargo results above against the 
suooary of carrier filed 242 heports issued by the CAB for 1969 . 
This shows: 

1. Total all-cargo expense per RTM of 20.71 cents vs. 21.95 cents 
froa Part A. 

2. Total all-cargo revenues per RIM of 19.12 cents vs. 19.13 cents 
from Part A. 

The differential in expense is due to use of B.C. allocations in 
Doc. 21666-7 vs. carrier 242 allocations. 


1/ REA-1030 and 1070. 
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<ki April 9, 1970, REA filed a petition and complaint (Docket 
No, 22096) with the Board requesting that the Board determine the 
proper shares of air express revenue for REA and the air lines. 

Prior to and subsequent to that date the air lines have 
enjoyed a disproportional revenue to cost ratio on air express 
when compared to air freight. 

This is illustrated by the by the ratios contained in REA >•- '.000, 
and is shown below: 


JOINT-PRODUCT 


Air Freight Revenue _ 21,7 6//ton-mlle _ -i.-,. 

Air Freight Costs 29.ll//ton-mile * *' 

Air Express Revenue _ 34,7SW/tonHnile _ )lCc 
Air Express Costs 2^.t^//ton-mile * * ^ 


BY-PRODUCT 

Air Freight Revenue 21.76//ton-mile 

Air Freight Costs * 26.27//ton-mile * * d J 

Air Express Revenue e 34,79//ton-mlle _ 

Air Express Costs 20,30//ton-mile _ 


Exhibit REA-REB-2101 contains the calculation of the adjust¬ 
ment required to eliminate the inequities between air express and 
air freight. 


• • • • 
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Based on the ton miles of air express as reported by the air 
lines for the periods shown and the amounts actually payed by REA, 
the adjustments required are as follows: 


_ Period _ 

April 9, 1970 - Sept. 28, 1970 


_ Accounting Basis _ 

Joint Product By Product 


$ 8,899,868 $ 9,419,424 


Sept. 29, 1970 - Jan. 31, 1971 6,437,608 

TOTAL ADJUSTMENT REQUIRED 

THROUGH JAN. 31, 1971 $ 15,337,496 


6,750,708 

$ 16,170,132 


This adjustment is calculated on the basis of 1969 Revenue - 
Lost relationships adjusted for increases in costs 1970 over 1969. 

Since revenue per ton miles on air freight decreased 1970 
over 1969, and this was not considered, these adjustments will 
tend to be understated and should be reviewed when an the facts 
are available. 

In Exhibit BC-RE-103 the CAB uses an allowable rate of return 
on investment of 10.5^. I do not believe that this is reasonable, 
in light of risks involved in air express. Further, I do not 
believe this rate of return would attract capital. 

As is pointed out by Dr. Plotkin in REA-D-600, the rate of 
return needed is affected by the risk factors surrounding the company. 


• • • • 
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The truckline industry most similar to REA has been averaging 
11$ return. However, the trucking industry, although similar, has 
less risk than REA. For example: 

REA Air Express operations must be manned and equipped 
to peak volume levels to provide consistent expedited 
service. Trucklines, on the other hand, equip and man for 
normal or average volume levels. Truck short-term peak 
period volumes are handled without increased equipment or 
manpower by simply delaying freight for hours or days. 

Downward volume fluctuations, both short-term and relatively 
long-term, can be extremely expensive to REA because of its 
inability to fluctuate manpower and still offer expedited 
service. This is one of the major factors which make REA 
Air Express risks greater than trucklines. 

REA's ability to continue to improve service and control 
costs over the long-term is directly dependent on it3 ability to 
attract equity capital for research, facilities and equipment. 

Based on its past losses it has been difficult to obtain any 
borrowed capital. Attracting equity capital which is the basic 
need of REA is not possible without profits. 


• • • • 
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Based on my own experience in the transportation industry, I 
do not believe REA can attract equity capital unless it has a 
potential for 1 % or more return. Without additional equity capital 
REA cannot continue over the long term. 
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REBUTTAL TESTD-rnr OF 
COLIN H. MCINTOSH 

The REA Express rebuttal exhibits following (R-l through R-51) axe 
broadly directed toward exposing the failed :s Inherent In the Bureau's theo- 
riee end techniques for allocating overall cirgo expense among baggage, freight, 
expreec end rail traffics, The basic thrust of HEA's rebuttals, however, op- 
pllce similarly to the theories ar.d techniques of those carriers providing 
expense allocations among types of cargo lr.r ;iuch as In broad perspective, If 
not in detail, moot of the carriers have bet . content to rely on allocotlon 
theories similar to those of the Bureau. 

In BK-T-206, pg. 8-9, the Bureau disc nscs the reasons for assigning a 
service factor for baggage at 2 (all otner t.pes at 1) In allocating cargo 
costs. The basis for the Bureau's Justified ion Is "tho aircraft are scheduled 
primarily to t'ove pasoengers from point to p int, principally during the day- 
light hours to accou^odate the uean»j«I of par angers." This rationale appears 
to parallel ry comments on p. 2 of REA-T-1, end supports the use of on Incre¬ 
mental cost netted for costing cargo traffic. It 1s not clear, however, * 
whether the Burenu is really udvoceting an J- reccntal coat approach or la In 
fact merely modifying Its long-supported tec iqucs for fully-allocated coata. 
Since the Bureau has always opposed the use t f Incremental costing, I am 
assuming that It Intends to merely modify It use of fully-allocated coete. 

As I otated In my testimony, REA-T-1, I supp rt tho use of Incremental coats 
for combination oircraft, the Implication of vhlch, despite the Eureau's 
statement referenced above, the Bureau does i jt recognise; l.o. no capacity 
coats should bo charged to cargo In combinut a aircraft. Thus, In the remain¬ 
der of this exhibit, I will examine the Rirc .'o method os a purported method 
of distributing total cargo costs on a full-, location basie. 

REA bellovco the substa n tive points l I ssue ore alinmtton concents . 

Ihus, our rebuttals focusing on the Bureau 1. effect also apply to the concepts 
of the carriers. With what REA believes are roper allocation concepts, 
reasonably applied, the dollar and unit coat llocoliona become largely a 
matter of arithmetical application. In my J juent, it only conlMscs the prime 
looueo involved to coutend over dollar alloc Ions resulting from drastically 
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different conccptvcl dtvclc.r.cents or to err a over subsidiary isav.es su;h m, 
for exu-Aa, viitber rhculd be csarliored la to; cileeatian process 

at 35 po’.rJa per passer gcr or some lessor v.'ght* Although cere "sii-sdavd" 
other th:n 35 pounds vould hove cose impact on the allocations of express 
asms cargo types, thin is cot nearly u vit -.1 r factor in arrivinc at a 
reasonable allocation of costs as a resolute.a of tho conceptual approaches. 

I have focused ny rebuttal effort on ihu Bureau concepts, and the dis¬ 
tortion of cost allocatior.3 they produce air o because the Bureau exhibits 
alone facilitate an industry ar.alysjg. uhieh io the approach needed. Addi¬ 
tionally, I vould be lcs3 than candid if I t d cot admit to a belief that in 
rote proceedings tho Bureau's calculations t .-eo often to be accorded far more 
veleht in ultimate decisions than merited on the basis of vlr.doa or logic. 

For tho Board to decide Air Express rates on the basis of Bureau expense com¬ 
putations in Bochet 22337 vould, in cy judr nt, be dlnastroua to all con¬ 
cerned .1/ Thic proceeding affords a unique opportunity to demonstrate thin, 
in major part relying on the Bureau's own rn.erlol. 

In my direct testimony, Fi’A-T-1, I h; 0 stated ny positions of dis¬ 
agreement uith tho Bureau's concepts for al 1 .cation of both the so-celled 
capacity-related and traffic-related extern pools. This is, in effect, a 
restatement of my positions in Pocket 2r-37 {’C\-B-11C0). 

In ccecnce, I an as much convinced u 1 as 1 vas vhen tostifyinc in 
1971 (Pocket 223C7) that the bade concepts (npAied differently case to case) 
advanced by the Bureau - and bcsicclly osar cd to by the carriers - lead to 
monumental expense distortions mens types ? cargo of the overall pool of 
cargo expence in uhich each cargo type par* ipateo in differing degree. 

Although by legal definition this pi; reeding is one to investigate 
freight rotes, it le axiomatic that freight *stcs oust be founded on an exami¬ 
nation of costs; aai further, in the rotioii 1 world freight coot levels cannot 
be vieved in a vccuun separated iron the c>r -5 for other cargo traffics vhich 
also contribute to the total curga expense , ol(o), . Procedural convenlcr.ee 
surely dote not justify the nonsense of set ng rates by separate proceedings 
vhercin tho some body of total expense in C -ided up by formulas vhich conflict 
froo proceeding to proceeding so that tne t 1 of tho ports c ah never equal tho 
vholc - h vcr.dcrlnnd concept, In ny opinion 
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The REA rebuttals alone, so far in thla proceeding and aa veil in 
Docket 22387, provide the development of coata for each type of cargo traffic 
implicit in the concepts and techniques employed by the Bureau. Only thin 
full development of coat by type of coreo yrcoctes proper perspective of the 
coat developed for any one type of carco (such as freight in this proceeding) 
since any distortion of cost assigned to one type of cargo Bust be reflected 
in a distortion of coata assigned to other types. 

It is vital to a proper resolution of cocts for freight and other types 
of car go for REA to be a party to this proceeding because vhat is decided for 
height automatically has (or should have in a rational world) a substantial 
impact on express cost and thus rates. It is logically inconceivable to REA 
that the Board could place Itself in the untenable position of deciding 
express rates (and divisions between REA and the Airlines) on costs derived 
from Bureau computations and Initial Decision findings in Docket 22387 . These 
are monumentally higher than the costs computable for express from radically 
different techniques in this proceeding. All hough REA does not agree vlth the 
validity of current Bureau techniques (even though they provide core realistic 
estimates than techniques used in Docket 223f f ), it is of Importance to show 
how substantial!y the Bureau over-cooted express in Docket 22337 compared to 
costs now resulting from application of techrIques the Bureau now advocates. 


For example: 


Estimates of Airline Express Coots for '90 (Eefore Return U Taxes) 
Bureau 1971 vs. Bureau A' t 3 Tcchnloucs 


Bureau. Docket 22387 (1971) 

$(000) 

H RTM b 

Capacity Costs 

Traffic Costs 

Total 

31 , 679 ® 

12,259® 

537930 

29.77 

11.52 

GTsit 

Bureau Docket 22059 Technl<j\ies (1973) 



Capacity Co6ts 

Traffic Costs 

Total 

10,058* 

1 

16.97 

8.21 

25^5 

Docket 22307 Ovcrr.tater.cnt 

17,137 <6l*%) 

16.17 (64;) 

a Bureau Brief to Board, Appendix C, 

pages 2 nod 14 before return 


and taxes. 

b HTM from R2A-R-4, Docket 22059 (l06,4r3,000). 
c Docket 22359. REA-R-4, ft\"e 1, I art in. 

4 Docket 22359, JCA-R -30 (lranic Servicing) x I.O 58 to allow for 
allocated other expenoe (Docket 22j j ( , KEA-R-JbO). 



1/ Tftc Initial Dccloion agreed in cesence vl'h the Ikirceu 
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It 1* of Interest to note that In Dorset 22387 REA estimated 1969 nl*’" 
line-incurred costs st s total of $25,240,00 or 23*72 ^/RTM (Docket 22367* 
REA-R-1102) of vlthln 6£ of vhat we compute the Bureau would have estimated 
-jo current techniques (chown above). Thus* It would appear that the 
Bureau Itself In this proceeding has conflrr id the basic validity of the REA 
estimates In Docket 22387. Theoe, of course, were cavalierly dismissed by 
other portico and the Examiner in Docket 223*7, seemingly because REA did not 
meet the consensus of estimates developed fr a the techniques In vogue at that 
tlme.i/ 

further, the RZA rebuttals In this proceeding ohov that the current 
Bureau applications of Its techniques produc express expense estimates for 
1972 which agree closely with REA's estimate for capacity expense and not 
excessively hlcher In dollars for traffic expense. This Is shown as follows: 

Estimates of Airline Expens e for Express 
Based on 1972 Xata and ‘i rhnlcues 



A Developed From 

REA Tech'i’i ie bureau Technloue 

Kxoenao Pool 

Uo°°l 

i/M 

&C001 

O/h'iM 

Capacity* 

Traffic 

l6,U6 7b 

jjh 

19.21 

6.74 

1M57 C 

_2^6l 

16.75 

11.62 

Total 

22,244 

*5.95 

24,318 

78.37 


* REA-R-2 page 2 before adjustment fo reasonable load factor on 
combination aircraft. 

b REA-R-33. Based on REA's app 1 lr.ation of the Parsons' 
data the expanse would be $5,.‘-73 (See REA-R-32). 

c REA-R-32 based on tho Bureau's use rf Parsons' data (incorrect 
In REA's opinion). 

As shown by Exhibits REA-R-32 and supporting exhibits I believe that 
the Bureau has mis-used the Parsons' study ct.-.t relationships established for 
Terminal Handling" of cargo by applying the to the total Traffic Servicing 
Account. This accounts primarily for the difference between the Bureau and 
REA estimates of traffic-related expenso. 

Bimnary on Expenses : 

Z have eunxnarlsed. the dramatic reduction of the Bureau's level of air- 
line-incurred expense for express resulting t -om the revisions In the Bureau's 

If Wonc of us would be present here hod Colt -.bus adopted tbo consensus of • 
his time. 
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cost allocation factors In this proceeding coopered to those so stoutly de¬ 
fended In Docket 223£7. Bow that the Ear ecu has lopllcltly conceded by Its 
current allocations that Its techniques In locket 22387 produced a monumental 
over-estimate of express expense, it Is rear enable to Infer that Its current 
techniques nay also be somewhat less than perfect and therefore subject to 
revision. As will be brought out In discus:Jon to follow, I am convinced that 
the current Bureau allocation techniques ctlLl over-state airline-Incurred 
expense for express although by much less V. .a in Docket 22387 . 

Throughout REA's rebuttals 1 have co; -ared estimates of expense prior 
to mark-up for return and taxes. Aside fror contention over vhat should be 
recognised inveetaent, etc., the mark-up fnc-or, once agreed on, can be ap¬ 
plied similarly to any level of expense. U Ing the Bureau's 17.15$ mark-up 
of expense so as to include return and taxe; , I compute the comparative REA 
and Bureau Express results for the airlines In 1972 as follows: 

Comparative Economic Results fr Express, 1972 
Domestic Airline Indu try 

_ Bstimat d by _ 

REA Burcou c Source 


Dollars (000) 


A. Expense: 

Operating 

Mark-up G 17.15$ 
Economic 

22,444 

3.849 

2^,293 

16,5 5 
2 ,£ ;4 
19,3 ;9 

24,318 

-frig 

28,402 

B. Revenue 

21*161 

31.1 1 

31*162 

C. Excess Revenue 

A,868 

18.5 

11 ,C "2 
61.0 

2.759 

9-7 

Unit Values: 




A. Economic Expense 

30.67 

22.: 9 

33.14 

B. Revenues 

36.36 

£• * 

36.36 

C. Excess Revenues 

5.69 

13-' 7 

3.22 


REA-R-1 

BE-D-2001 


* At actual load factor. 
b At 51$ load factor 

c Bused on "torviee factor" of 2 for b ;gage. 
4 RTM from F2A-R-6. 


Whichever of the above sets of estimates Is used, it is fair to con¬ 
clude that (l) during 1972 Air Express rates )n effect more than fully compen¬ 
sated the airlines and (2) tho airline chare of total Express revenue Is too 
great rather than too small as alleged la Do. Xet 22387 by all parties except 
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K2A. A similar computation based on 1969 results (the base year for Docket 
22387) as estimated by REA frost current Bur.au costing techniques shows the 
following: 

Cooperative Eccnoilc Results f r Express, 1969 
Dooeatlc XrunX sr.d Local Sc. /Ice Alril.-.es 

As Estimated by REA ;ised on 
Current Bureau Tec -ilqucs 


Dollars (000) 


A. Expenses: 

Operating 6 

Mark-up 9 18.5V 5 

Economic 

26,272 

»i9?6 

3I/7W 

B. Revenues® 


C. Excess Airline Revenues 

5,237 


• REA-R-2 and R-30 (with the data In the latter Increased by 
5.8£ to Include other traffic re.l iLed expenses per REA-R-1120, 

Docket 22367). 

b Docket 22387 , Bureau Brief to Bct.d. 
c Docket 22387, REA-1001. 

Without need to 00 through an elaborate and perhaps r'u<a .erslal fore¬ 
cast of traffic volunes and cost levels for ho future, It Is clear that -the 
current yield from Express to the airlines i ; more than enough to provide for 
any cost contingencies even If the airlines lo not Increase their historically 
low cargo bln load factors. If, however, R ress (and other E.E.M. cargo) Is 
costed on the assumption that substantially igher load factors are reasonable 
on which to base costs - and I am convinced his should be done - the airlines 
are being substantially over-paid at the ex; nee of the public and REA. 

Cosnente on Development of Caj :lty-Related 
Expenses: __ 

My direct testimony, REA-T-1, pages U 11 , sets forth my concept of how 
capacity-related cargo expenses should be a; >rtlor.cd among types of cargo 
the ’ogle In support thereof. It also point out what I feel are the falso 
premises underlying the Ikireau Concept and \ -hnlques In vogue until this 
proceeding. 

In this proceeding, of course, the B. oou has abandoned priority weight- 
Inge among types of F.E.M. and, in fact, ev.. all reference to priority. This 
•hlft from prior case technique (always vl{\. cusly supported by words but not 
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factual evidence) immediately removes one major source of cost allocation dis¬ 
tortion produced in tbe past. The Postal Service itself, of course, in exhib¬ 
its distributed in Docket 23050-1 abandons priority weightings, particularly 
a major source of allocation distortion. Sitch priority weightings were based 
on the pretense that It costs the airlines ouch less to operate a cargo com¬ 
portment carrying first class noil than one carrying air mall (20$ less In 
all-cargo aircraft and 35$ in combination aircraft). The logical Implication 
of this Illogical assumption Is that the sane aircraft would cost less to 
operate If used only to carry first class mail than if used to carry air man 
-*of course, preposterous. So it appears now that ESA's position on priority 
os a "non-factor" in capacity-related costs lias been accepted. 

REA'e position orn density-weightings is equally basic. Until a cargo 
bln is filled and traffic refused • so seldoa at current low load factors as 
to not merit consideration on an annual Industry average basis (See REA-R-10 
through R-13) - It makes no difference as to costs whether one type of cargo 
occupies 10 cubic feet of bln capacity or 20. 

Tbe llloglc of claiming otherwise is reduced to essentials by the 
simple conundrum I pose on pages 6 and 7 of ty direct testimony. Ibis, strip¬ 
ped to essentials, simply establishes that a ton of cargo (or any other amount) 
of any type (of any density) must cost 50 cc .ts to fly one mile if it alone la 
carried in the aircraft bin. It then poace the question raised by the density 
weighting concept of why a half-ton of "Type A" cargo (density of 10 lbs. per 
cubic ft.) should cost 33>33 cents (instead of 25 cents - 1/2 5 Of bin cost) 
when it is carried Jointly with a half-ton or "Type B" cargo (density of 20 
lba. per cubic ft.) costed at 16.67 cents (311-33 ♦ 16.67 >50), the one type 
being costed at double tbe other, merely bee r use it occupies more space in a 
bin only 15$ filled. To accept as rational n conclusion that actual costa 
vary with every different cargo mix implies (a) that the "cost" of any type 
of cargo is continuously changing as It is m* xed in different proportions with 
other typos of cargo and (b) the only basis for determining real <-osts is to 
fly each cargo type in separate aircraft. 

The Initial Decision in Docket 22387 (page **>) seemingly addresses 
itself to the problem pooed above which was Also posed in my rebutted testi¬ 
mony in Docket 22387 In similar If less simple terms.(unit costs were shown). 


/ 
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Zt vos curtly dismissed as a "bootstrap argument" perhaps because the Adminis- 
tratlve Law Judge become Impaled on the very simplicity of the dilemma, the 
choice between sense and Bureau theory. Unit costs, no matter what the unit, 
ore merely derivatives. No shipper would feel it fair or realistic to pay 
33.33 centc to move a half ton (simply because some other shipper of another 
car go {jot his half ton for 16.67 cents) if he knows ho ceuld ship a whole ton 
for 50 cents provided the second chipper were not available to get a bargain 
rate at his expense. The second shipper, of course, would also pay the full 
cost If he alone were payinG the real cost In my example - 50 cents for one 


ton carried alone or 25 cents per half ton. 

Logically, Z feel Z have not posed a "bootstrap argument". The seem¬ 
ingly real counter to my objections to the "density/priority theory" - 
expressed or implied by all adversary parties and the Initial Decision In 
Docket 22387 - was In essence that the Board had accepted this density/priorlty 
concept In prior coses. (l.D. Sic Jus divlnum sine onus probaedi) The Board 
changes, however,, and has been known to change its collective mind when given 
the choice between logic and specious rationalizations such as wero advanced 
In a support of the density/priority theory when the Board accepted Its Impli¬ 
cations in Docket 18381 processed tome years ogo.^ At least in major degree 
the Board has already changed Its mind os evidenced by Order Mo. 73-8-145 
(issued 8 / 30 / 73 ) propoclng uniform rates for both classes of mall (logically 
presumptive of uniform costs). In this proceeding it Is clearly posed with the 
need to further change Its mind Inasmuch as the Bureau's revised cost alloca¬ 
tions both conflict with prior methods and produce non-uniform mall costa. 

However, there Is clear evidence that none ALJ's and the Board have not 
been oblivious to the Implicit results Having from the Bureau's density/ 
priority concept. The Initial Decision In Docket 18381 (page 14) states: 

"The decision (1961 cesc) followed earlier non-priority mall 
rate esses In which the Board hod de;cralr.ed that, because the 
service was In the nature cf an experiment, non-priority mall 
should not be charged with u lull share of costs (30 C.A.B. 

951, 23 C.A.B. 845)". 

• * 

- On jxice 45, Initial Decision, Docket 18381 , It Is further stated: 

"... considering the space available provision of the Dost Office 
regulations and the lower bearding priority of non-priority nail 
os compared to all other cargo trail" c except deferred freight, 
a fair and rcuconchlc rate for non-priority mall should still 
continue to yield 1> ss f h c full, allocated costs of the 
service.” (Emphasis supplied) 


1 / See R2A-T-1 and REA-R-1100, Docket 223 O 7 
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Reviev of Board Opinions in coses prior to Docket 13531 confirns that 
in Docket 11090 (Order 2-1501,1) decided Kerch 25, I960, the Ecard Opinion 
(30 C.A.B. 95 1 *) says: 

"Thus, the rates vhlch vill be established are belcv fully allo¬ 
cated costs ..." 

Zt can be fairly inferred, in ey opinion, that the Board uas end still 
is fully aware of the fact that the Bureau denelty/prlorlty technique assigns 
soee types of cargo with less than fully-allocated coot (freight and first 
class nail) and therefore other cargos with tore then fully-allocated costs 
(Express and air nail). That it vent along with this technique in Docket 13831 
slnply Infers that the Board wished to continue below-cost, promotional rates 
for first class nail end that it found the Bureau statistical approach a con¬ 
venient neons of "Justifying" the rate set (in appearance, if not in fact). 

In essence, I still characterise the Bureau concept of weighting RTM 
for cost allocation a “shell gamp". Proof of this la evident from Exhibits 
REA-R-5 and R- 6 . Here I have displayed the monumental shift in allocated 
dollars, unit costs and cost distribution for 1972 which result from applica¬ 
tions of the Bureau's succession of changes in its "weighting gone" from 1971 
to date (three dockets). The total cost for cargo is constant. Surely the 
real costs by type of cargo do not charge either. By REA-R-U I have compared 
I 969 costs similarly developed by the dlif-rent Bureau weighting games in 
Docket 22387 and the current proceeding. Again, the shift of allocated costs 
by type of cargo is mind-boggling. 

Furthermore, comparative unit costs by type of cargo (no matter which 
set of Bureau weighting numbers ore used) ore unbelievable. For example, using 
1972 cost levels end the Bureau's current weighting numbers (REA-R-5, page 2, 

B 3, method B) I cannot accept as reasonable that air actually "costs" 

5more than first class mall to carry in a sparsely filled bln, or that 
express costs l 83 £ more than first class mall or 131)1 more than average mall 
cost. By prior cose weighting numbers the relative "costs" are even more 
unbelievable. 

Aside from its conceptual fallacies the Bureau game of allocation by 
weighted RTM produces a constantly sliifting cost mirage depending on what 
volghtlng numbers the tareau uses from case to ease.' Who knows why the Bureau 
Invented a new term in this proceeding and selected a nice round "service 
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number" of 2 for bagcage against an even 1 for all other types of cargo? Why 
not 1.7$ or 2.2$t The selection, of course. Is purely subjective vlthcut a 
shred of evidence to support it Just as vcrc post selections of priority num¬ 
bers. Such subjectively selected weighting ranters can be Juggled from case 
to case dependent upon bureau cost allocation objectives. In this proceeding 
It nay be reasonable to Infer that the Bureau wishes to "Justify" a position 
against the truly substantial increase In freight rates which would be needed 
to aset even operating cost.^ 

The selection of density weighting numbers is, of course, not wholly 
subjective but the numbers (and thus the cost Impact) continue to shift from 
ease to case ea the airlines are called on at substantial cost to go through 
a density-testing quadrille. These tests based on samples produce at bust 
approximations without any assurance that a density test conducted for a week 
or so during 1972 (express was last "tested" In 1970 ) represent either the 
average for tbo year or reasonable data for tie future. Even for a given 
class of cargo tho six of shipments or pieces (and thus average density) can 
be expected to change continuously. 

In brief, sty characterisation of the bureau's hltfily subjective con- 
ceptual approach to allocating capacity expense as a shell game Is not unfair. 

It is an approach which lends Itself perfectly to tailoring allocated co6to 
to whatever the Bureau may feel reasonable at the moment. For example, the 
current assignment of a "service" factor of 2 to baggage may represent the 
Bureau's effort to fit Into Its formula technique a weighting by which it 
hopes to produce the equivalent of a cargo bli load factor adjustment (BE-T- 
206 , page 7). If so, It would appear more logical to me to make a straight¬ 
forward adjustment as Z have shown in REA-R-P. Then at least we would know 
what the adjustment Is ba3cd on. 

Compared to tbo Bureau allocation techrdquc for cargo capacity exponce 

the RZA technique (actual RIM) is simple, cor.lctaly objective end based on 

known units regularly complied by tho carriers raid paid for by shippers. It 
0 

produces. In my opinion, completely rational cost allocations and rational 

1/ In 1971 tho average yield froe freight ucs 22.75 4/KM. Exhibit REA¬ 
R-1 shows that even by bureau computation freight costs were 26.1*7 
i/VTA (excluding return). By my coaputoilons the cost was 31.1*5 4 /HIM 
at the actual load factor. 
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comparative costs. It was tcccjt:! by ell concerned before the R.-renu b.-cv-.c 
fascinated with the potentials ox’ Its flexible system. As rhour. by R2A-R-4 
(ptG^o I 2) it docs not produce tt r.ci- -A loci factors ecsto os Ioj as 
nov advanced by the Bureau for freit/t, express end rail. It avoido the 
fiction that density aoschou is r. cost factor (spree used per unit cf velght) 
vhea era-co bins arc flown on the cvcra-e vlth 50-70 percent of their space 
unused. As shown by REA-R-2, fully-allocated costs at actual load factors ray 
be adjusted on a ctraicht-forward tanner to reflect vbat costs would, be at 
any other loed factor that cay ba dcored xcr.ronablc. 

OoiCTonta on TrafficIntel Err ;nsc Allocations : 

Exhibits RZ/i-R-30 through R-51. provide lay analysis and supporting data 
for study of this pool of airline-incurred expenses. 

Basically I have allocated this pool of expenses by two completely 
independent approaches (to test comparative results). One i6 based on ny 
interpretation and upplication(s) of Parsons' Report data and the other based 
on a tcclinlquc Generally clcilc.r to that eopioycd in Rocket 22387 but substan¬ 
tially refined and better supported by data »iot available to rue when coking 
Docket 22387 allocations. The results of ny two different approaches offer a 
reasonable degree of confirmation of one another considering the total amount 
of industry expense to be allocated ($515.1* r illlor. for cargo in total) and 
the cocplexity of the problen. These P.EA estimates end that produced by the 
Bureau's application of Parsons' data arc ns followa: 


1972 Traffic Related Expenses 
Allocated to urc-.rc - 3 _ 


A. REA Estimates 

$ 

(000) 

$ Per 

T .n 

Express Unit Cost 
Relative to Freight 

1. based on Parsons 

5,573 

3C.35 

21.6 

2. REA Method 

5,777 

39-75 

25.4 

B. Bureau per Farcons 

9,951 

6C.54 

51.7 

Source: REA-R-32 ar.d R-33. 





Although the high and low of these eatlnatcs made by REA dlf 
by cone $204,000. thia is. In fact, a very avail percentage dlffcrcn 
(.00421) resulting from an allocation of ioai $515.4 million of total 
cargo expense (REA-R-32). • 
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Unless my understanding of the Parsecs Report is In error, I feel the 
Bureau has mis-applied the Parsons data to arrive at Its estimates. As I 
shall develop later, the Parsons Report Is unclear In major respects and thus 
subject to mis-application. Probably only cross -examination of a fully- 
Informed Parsons witness can clarify Its ambiguities. 

Sven though X believe the Bureau's estimates In this Docket ore sub¬ 
stantially In error (too high for express cad too low for freight) because of 
its concept of applying the Parsons data, Exhibit REA-R-30 shows that the 
Bureau's changed approach (from Docket 22387 ) represents a major change In 
thinking as to relative unit costs for ground servicing of the types of cargo 
traffic. This latter exhibit, of course. Is restricted to on analysis of the 
C.A.B. Traffic Servicing Account (6200 plus allocated 6300) which In reality 
la the only account applicable to express (and mail). It demonstrates that 
in Docket 22387 the ftireau costed express et a higher cost per ton than 
freight (101.435&). The Bureau technique uejl in this docket presumably would 
have costed express at only 35.2856 of frelgit per ton. This substantial 
change by the Bureau In unit cost relatione ip between exprees and freight 
represents a major shift, although still insufficient, toward my consistently 
expressed position, namely that express (an> mall) la not nearly &s costly per 
ton for the airlines to handle on the grounl as Is frolght. This Is true be¬ 
cause for express REA performs all the work and cost functions other than (l) 
moving express between the REA terminal and aircraft and (2) loading and un¬ 
loading It. My rebuttals here are designed to show why X believe the Bureau's 
current technique (based on Parsons) still produces on over-stated cost for 
express (and mall) compared to frelgit (arid consequently under-costs freight). 

Since this matter of relative ground costs by the type of cargo has 

become a confusingly complex subject, (unnecessarily In my opinion) because 

of loose use of terminology, some bockgrouni discussion may serve to clarify 
• • , 
matters and show why different allocation t-chniquos produce such different 

ansvers as confront us cose to case. 
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Utotll this proceeding almost all par-.les except REA- and American heve 
been content to allocate the total Traffic . rvic 5 nr. account expenses w»nm 
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the type of cargo on the basis of enplaned tons or soi<ie slight modification 
thereof.^/ This technique produces essentially a uniform cost per ton for 
each type of cargo despite the tacit if not expressed consensus among cost 
parties that the workloads and functions performed by the airlines are cubsten- 
tially less for express (and sail) than for freight. 

REA vigorously challenged in Docket 22387 any allocation process which 
produced similar unit costs for express (and soil) as for freight. It did so 
without much success. The Bureau on Briefs did finally agree with REA's 
position in words (6ee page 19, Bureau Brief to Board) but then proceeded to 
rework its mathematics (erroneously in ay opinion • see REA Reply Brief to 
Exaalner, pages 31-59) so that its revised estimate of some $13.4 million 
(Bureau Brief to Board, Appendix C, page 14) become identical with its original 
allocation (by tons) of $13.4 million in direct exhibits (Docket 22387 , REA¬ 
R-1103). 

The Initial Decision in Docket 22387 treated this problem even more 
cavalierly. After finding that "ell the parties recognize the significant 
differences between the airlines' express handling and their freight handling" 
(i.D. page 59), it then proceeds to allocate on the basis of tons enplaned, 
saying, in essence, that even though the airlines benefit from lesser functions 
performed for express (compared to freight) in the ground handling set of func ¬ 
tions (only a part of total Traffic Servicing) there are "off-setting addition- 
el costs" accruing from priority of express handling on the ground. Thus, on 
acknowledged erroneous allocation process (enplaned tons) is "found" to pro¬ 
duce a correct allocation of costs because of assumed costs not specified as 
to amount or supported by analysis. Furthermore, while it is clear that the 
I.D. diocusslon is restricted to the ground handling portion of total Traffic 
Servicing, the allocation by tons enplaned is applied to total Traffic Servic¬ 
ing including the substantial body of other coats applicable to freight alone. 

1 find this latter error of the I.D. repeatedly mode in allocations of 
the Traffic Servicing total on the basis of analysis of the ground hondllng 
portion alone . This is the basic error cada by the Bureau In this proceeding, 

1/ I direct all my remarks to follow to Traffic Servicing since successive 
cots of exhibits (both Bureau and Carrier) in recent rate cases and in 
this one indicate almost all parties agree that freight alone should be 
charged with the cargo costs in other C.A.B. major accounts (Reservations 
and Sales, Advertising and Promotion) aside from an allocated portion 
of G&A. 
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The ceneala of the Traffic Servicing allocation problem, I believe, 

Ilea In the difficulty of equating Fora kl objectively stated accounts (i.e. 
stated In terms of personnel and related certs services and materials, etc.) 
vlth costs by traffic function (documentation, record-keeping, ohyslcal hand¬ 
ling, transportation of cargo, customer services, etc.) vhlch are needed In 
order to reasonably separate costs by type cf traffic. Although there is no 
agreed-on set of functional terminologies, exhibits RSA-R-37, R-k2 and R-kk 
provide a clear indication that the Traffic Servicing Account as a uhole can 
be viewed functionally as made up as follows: 


Total Traffic Servicing 

iooi 1 


Comprising Sum of: 

• 1. Ground Handling 

60 

loot 1 

a) Terminal Functions 

36 

60 

b) Load, unload and airport 

moving 

2k 

kO 

2. Services and offices 

ko 



Percentage distribution asoumed for Illustration only to show that 
If the lood/unload function (lb) lc. kC> of Ground Handling, it will 
be only 24Z cf the Traffic Scrvlclcg total. 

Exhibit REA-R-31 provides what Is a representative breakdown of the 
sub-functions of Ground Handling (l above), performed respectively by the 

carriers and REA for express. For mall the cub-functions under express are 

> 

similarly divided between carriers and USPS. The functions shown as performed 
by the carriers for express, In essence, arc commonly termed the load/unload 
function. Exhibit REA-R-37 shows that at least one major carrier (few carriers 
provide such a functional brean-down) concurs vlth REA that virtually the only • 
function performed by an airline for express Is to load/unload and move It 
between aircraft and the REA terminal (item lb of the above break-down of 
Traffic Servicing). 1/ Virtually all other functions and their cost is for 
freight alone. This makes obvious. In my Judgment, why no allocation study 
limited to the ground handlin'-, set of functions can be properly used to allo¬ 
cate total Traffic Servicing. 

The Bureau in Docket 23080-1 recognised this situation by adopting In 
principle a process whereby (a) costs directly assignable to freight should be 


1/ The flow diagrams of the Parsons Report Indicate for tho functions 
measured that Parsons concurs as well. 
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bo assigned, and (b) only the residual cost .- Jointly-incurred by all types of 
cargo be allocated. Although this approach is conceptually valid, It vas 
negated In practice by the Bureau In Docket 23CfiO-l because only three carriers 
supplied the necessary direct co6t assignee :ts to freight and only one (AA) 
provided a realistic asslgnnent. As a result the Bureau, in Docket 230£0-l 
actually allocated about 85 £ of Industry co.'ts across the beard on the basis 
of enplaned tons, and thus largely missed its objective. 

The Parsons Repor t. I find the Parse ns Report on which the Bureau now 
bases Its allocation technique is ambiguous as to what body of functions (and 
expenses) has In fact been analyzed (ao distinct fron allocated). The title 
of the report "Air Cargo Terminal Handling C' 06 ts" as well as the great mass of 
detailed analyses indicate that the scope o.’ the analytical effort is limited 
to those functions commencing with receipt cf cargo from the shipper at the 
carrier freight terminal (REA or USFS facility for express and mail) and ending 
with delivery to the customer recipient at the terminal (Parsons, page 1-2). 

This set of functions would seem to closely catch those which are commonly 
termed ground handling. The Parsons text, however, goes on to cay "the costs 
of operation directly end indirectly c.pplicc ble to cargo processing (such as 
office support services , reserved air frclrd t, tracin g, b1111nr , end schedul e 
lng) were identified These costs were then allocated to the cargo pro¬ 

cessing costs as applicable" (emphasis supplied). 

I interpret the above to mean t.hat (a) the directly identifiable 
ground handling labor functions (sec Farsons, page 1-1) were In fact 
aeasured, and (2) the Indirect functions applicable only to freight (as 
Stated In the parentheses above) vert then allocated among all types of 
cargo In some fashion - clearly un Ju> t If led, In my opinion. 

The Parsons Report also states as s c tudy objective (page l-l) was "to 
develop an appropriate methodology --for rJ location of Porn hi-reported 
servicing expenses among principle categories of traffic" (emphasis supplied). 

I cannot be cortaln how this latter objective was performed but it 

S e 

appears fro* the Farsons text and Apponllx 3 that Parsons In fsot (l) 
made no measurements of ooats Incurred for *.ho limited number of labor 
function* it measured ( the Ground Handlirv portion of the total 6200 account) 
and (2) mads no nessuremont of elthor labor or costs for the many functions 
not studied. It senna quite clear to me th-t Parsons merely accepted 
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airline-allocated total 6200 aoeount dollar cotta by station for F/X 1972 
aid then proceeded to allocate these total 6200 account dollars among the 
types of cargo traffic on the basis of the relative man-minutes for the 
Crouid Handling functions vhlcn alone had been Matured. 

• If, Indeed, my analyses of the Parsons Report is valid 1 
conclude that Parsons has erred subelantially if (1) it 
has in fact allocated any significant .cost to express (and 

nail) included in its "catch-all" category of costs "indirectly 
applicable to cargo such as office support services, reserved air freight, 

.tracing, billing, scheduling" and (2) it alleges that the total Traffic Service 
lng account expense has been analyzed or (3) it suggests that the total Traffic 
Servicing account can properly be allocated among types of cargo on the basis 
of the expense (or labor) relationships the report develops for uhat appears, 

In essence, to be for ground Handling alone (terminal handling per Parsons). 

X am convinced that Parsons ( and the Bureau) has seriously mis¬ 
applied its study of relative nan-minutes of L bar for Ground Handling 

by type of cargo when it distributes the total 6200 account eosis on the 
basis of labor far Ground Handling ( and ao overstates costs for baggage, 
nail and express vhile understating freight costs). Nevertheless, it is 
oleer that the cost relationships even as developed by Parsons (REA-R-34) 
support my often-stated basic positioni namely, that the cost for servicii^ 
a ton of baggage, mall nr express is far less than for serviclr* a ton of freight. 
' Aa shorn by exhibit REA-R-32 the Parsons or Bureau application of the Parsons 
study suggests that mail or express costs per ton about 55X of 
freight vhoroas I conclude the mail/express relationship to freight is 
only about 2l£ ( 6200 account alone). My oxhlblt REA-R-33 Indies tea that 
■all or express costs per ton about 25X of freight. Thus, even If there 
is serious disagreement on how tho limited Psrsons data should be used to 
allocate the total 6200 account, the Psrsons study has at least established 
that the allocation of 6200 account costs among typos of cargo trafflo on the 
basis of relative tons enplaned la wholly unrealistic. ‘ 
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The question remains, can the labor or cost relationships developed by 
Parsons (PSA-R-l^), seemingly for ground handling, be applied as the Bureau 
has done to allocate validly the total body of expense for Traffic Servicing? 

X an convinced the ansver must be no. The actual analyses (as distinct from 
allocations) of Parsons are basically similar to that set of functions ccnsonly 
termed ground handling; or, as described prtvlously, the handling of cargo 
fron reception to delivery on the airport. Within this category of functions 
express (and mall) subject the carriers only to the load/unload function, 
vhereas substantial additional processing wtrk load is entailed for freight 
within the carrier terminals (not required lor express or mall). 

I believe the Parsons cost differentials (REA-R-34) have measured the 
differentials among cargo types reasonably .'or the ground handling aet of 
functions.^ However, labor and cost factors developed for ground handling 
cannot then be properly applied to the larg- residual body of Traffic Servic¬ 
ing expenses (46X of the total per REA-R-:6) because virtually all of this 
residual (except allocated 6300) Is dlrectl; assignable to freight (REA-R-37). 
This, In my Judgncnt, Is where the Bureau h:« erred. 

'* Exhibit R2A-R-32 shows the contrast in traffic related cargo expepse by 

type of cargo (and Traffic Servicing by ltftlf) developed by (a) Bureau's 

I 

application of rarsons data and (b) REA. 1 a explication of Parsons data. In ny 
Judpjnent the Bureau has substantially overstated expense for baggage, express 
and moil and understated that for freight. 

However, aside from the expence diffrcntials themselves, the Bureau 
has In this proceeding finally advanced an expense allocation which concurs in 
principle with REA-'b consistent position; t-jnely, that In terms of comparable 
units (per pound or ton since pieces and sh peents are non-comparable) the 
airlines' cost of servicing express on the .round is a fraction of that for 
froight. REA believes express per ton cost. Gome 20-25 percent of freight 
whereas the Bureau concedes It n ow computes express cost as some 52^ of that 


1/ Poroons page 2-10 concedes to what I in erpret as a probable under- 
r.tatomcnt of bagca.re labor end costs. ;ince baggage tonnage In Its 
measured sampling (I’.^A-R-tl*) almost ;a great as freight, it Is 
apparent that any slgnlllccnt upward rcision of baggage labor would 
Increase baggage expense and decrease t .pence for express and moll. 
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for freight - o r.ajcr shift fror. prior cttas positions.^ 

TCi.'. !' :ihc 1 : Exhibit FJ-'.-R-33 TZ \ 1 c dcvolopstnt of carrier 

traffic-related expenre by type of cargo b?:ed on a •'technique wholly indepen¬ 
dent of the raroona Report data. This technique, founded on carrier data and 
otudics in prior cargo data proceedings, is essentially a refinement of tho 
technique used by REA in Docket 22337. 

The actual cost relationships a-ionG types of carco are developed 
basically from analysis of a series of exhibits submitted in prior proceedings 
by United but supported by other carrier d-vta cs well. I have relied heavily 
on United data for several reasons. It is the larGCGt carco carrier in terms 
of volume for all types of cargo. Its industrial-engineering type data sub¬ 
mitted in prior proceedings appear to be founded on professionally done 
industrial-engineerinc studies which United has relied on os ouch for Internal 
managesent Guidance as for "Justification” of estioates in a specific rate 
case. In fact, the conclusions I dorlvo from thea do not support United allo¬ 
cations submitted in information responses in this preceedinc (UA-2701 cod 
UA-2203) which rely heavily on tons enplaned. Finally, relying on one car¬ 
rier's data thiouchout provides Greater consistency of data and functional 
divisions of expenses than likely voulu result if two or more carriers were 
used. I want also to s tress that the United and other carrier data are used 
•ol£ly_ t o derive unit cost rclaticnshl- s, r at cost levels. The relationships 
so developed are applied to 1972 carco expenses compiled by the Bureau fron 
carrier-supplied data. 

Exhibit R2A-R-lt2 shows the initial step in my development of the 
express/frelght unit cost relationship. This development relics heavily on 
the relative labor relationships by sub-furctlon of ground handling shown by 
REA-R-111. It will be apparent from R2A-R-li2 that I have computed the express 
(and nail) unit cost for the dc oilnr; suV>-f» .i cticn of ground handling at sub¬ 
stantially higher cost than for freight - in all-cargo aircraft 3.35 tines 
Richer and in coablnatlcn aircraft l.U times higher. These unit cost differ¬ 
entials for lcadlnc, unlcadlnG and moving the two types of cargo, reflect 

1/ It is of intercut to note, moreover, that the Durcau has in this pro¬ 
ceeding changed its mcuhod of applying -he far sons flr.dlqgs from that 
Submitted with rebuttals in the hail C*.:.e, Pocket 23C20-1. Tnere, in 
BB-D-2C.'/) ,tho Bureau applied allege! 1 a.T.ons data to as to com elude 
that tall costs verc higher (bated on Turnons data) than the Bureau - had 
cerpeUi based ori allocations by ton for eo.-.c 35^ of Indus-ry cargo • 
expense. 7iio base coots is Dif.-.ct 230-0-1 were tho same as in T?.\* 

jrcecvVlrt. 
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reasonably in my Judosent, the differentials in costs for this function re¬ 
sulting fr' 'a) differences in 6 ize and veiGht per unit handled (b) the cost 
advantage (for freight) of loading and unloading all-cargo aircraft at the 
carrier terminal and (c) greeter frequency end distance of "runner trips" 
(novenent between aircraft and tcrninal facilities) for express (and moll) than 
for freicht.i/ However, since tho terrdnal performed functions for express 
(and mail) ore carried out by REA (or the USF3 for Boil) and by the airlines 
for freight, the total airline cost for ground handling of express becomes 
lees than thnt for freight. In essence, as I interpret the Parsons data, 
•Parsons basically concurs even though the precise relationship computed from 
Parsons differs somewhat from my development (as previously shown). 

Exhibit REA-R-44 shows the second step in ny development of relative 
unit coets. Here I apply the data developed for ground handling (IGA-R-43) to 
the total Traffic Servicing account expense. This incorporates, of course, 
the positions believed correct that (a) all expenses in the broad category of 
"office coots" are in fact wholly attributable to freight (See REA-R- 37 ) and 
(b) the so-called "indirect end other expense" shown by R2A-R-44 (primarily 
63 OO account expense) can reasonably be allocated on the basis of direct cost. 
This second step then works out to chow that the total Traffic Service unit 
cost for express approximates Z r /p of that for freight. (Logically, if the 
unit cost of express is sor.e 45-55^ of that for freight for the Ground Handling 
set of functions clone , tho unit cost for express relative to freight must be 
substantially less when Traffic Servicing no a whole is considered.2/ in By 
Judgment the Bureau has erred by not recognizing this point. 

By REA-R-33 I have applied the relat i onships so computed for baggage, 
express end nail on the one hand, to freight on the other so os to distribute 
the known 1972 total Traffic Servicing account expence among the types of 
cargo. Tho distribution of otter categories of traffic-related expense (C.A.B. 
accounts 6 J 00 , 6500, 6600 , etc.) should be '-controversial. 

The rationale of my development of traffic-related expense by type of 
cargo is, 1 am convinced, correct and the coots resulting from it reasonable. 

1/ These arc tho factors seemingly co fantastically over-magnified (by Judg¬ 
ment alone) in Docket 22367 Initial Decision rationale ao to more than 
off-set tho substantial cavings realized by the carriers from the fact 
that virtually every cost function other than the loud/unload function 
la performed by REA. 

2/ Gee illustration on puge 14 of text. 
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X do not allege, of course, that my developed expenses are precise any more 
ttinn can be claimed for expenses developed by any method (including use of 
Parsons data) vhich io designed to allocate a large body of Jointly-incurred 
expense among four type6 of carco, each of v!iich contribute differently to the 
total. Xt will be apparent that my technique is wholly independent of data 
from Parsons and that each assumption made therein is supported by carrier 
data submitted in prior proceedings. X havr, not biased, by major Judfprent 
decisions, the application of this supporting data so as to distort expense 
relationships among types of cargo. In fact, where I have had to make a minor 
Judgment selection of data (as in using the limited data in REA-R-hl) I have 
probably done so in a manner resulting in over-costing of express (See note 9* 
REA-R-41). On balance, X believe the close correlations of allocated expenses 
by my method with those developed by my applications of Parsons data (REA-R- 
32 ) strongly suggests that my expense dcvel pnents - whichever relied on - arc 
much closer to the mark than that by the Bureau. 


Summary 

This, it is true, is logally designated a "freight case". The expence 
level ultimately determined for freight is likely to be neatly compartner5tal¬ 
lied from expenees for each other type of c rgo. Yet, whatever expense level 
is ultimately determined as reasonable for freight siust Implicitly have bearing 
on the expense levels for other cargo types because all are inter-related. 

Tbe expenses for the other types of cargo ccn easily be derived from the com¬ 
mon base expense data by the come techniques used in determining frclfjit, as 
my exhibits demonstrate. 

X expect PEA with these exhibits will, however, be the only party with 
interest sufficient to perform what I fcol la needed in cny rate proceeding 
wherein Jointly-incurred exjencc must bo allocated to any one type of traffic; 
namely, a concurrent allocation to each other type of traffic contributing to 
the expense total. This alone will chow (a) whether relative unit costs by 
typo of cargo t«ct the test of reasonnblcnc.- 1 and (b) whether the sum of the 
individual allocations equals the known tote! expense. 

Xf In my discussion above X have emphasised express costs rather then 
freight costs (ao may bo deemed more appropriate in a "freight case") this is 
because whatever level of freight cost may \ » decided ae reasonable In thlo 
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proceed!ng beers directly on express as well. My exhibits, however, show the 
developed expenses for each typo of carco bc.sed on identical allocation BCthods. 
The basic thrust of my text, moreover, really applies to each type of carco 
because ell arc related. 

REA Exprccs necessarily has a subston .id stake in the proper costing 
for each type of cargo simply because whatever level of expense is ultimately 
attributed to or.e type - freight in this pre seeding - nust, in a rationd 
costing process, have a subetantid impact e.i the expense attributable to ex¬ 
press. 

X bdleve there are luportant conclusions to be reached from what has 
transpired in three separately-hcard cargo r te cases within the brief span of 
three years. The cost-outs in these separat 1 proceedings have permitted 
subotantid distortions of allocation of a c ' roon body of cargo expense among 
types of cargo. Were one to combine the exp uses allocated to one type of 
cargo by the Bureau methods used in one proceeding with the expenses dlocatcd 
to other types of cargo by the methods uised in a different proceeding, it is 
udlkdy that the cun of the parts codd eve' cqud the totd. This is well 
illustrated by REA-R-5 dcdlng with capacity costs. Here I show the known 
totd expense for 1972 allocated by the three differing Bureau methods uaed 
respectivdy in Dockets 22387, 2308O-I and 22 259 (this proceeding). If one 
odds together the expenses as allocated by t' 3 Bureau techniques for express 
in Docket 22387, mdl in Docket 23O0O-1 and ; weight in this proceeding, the 
sum does not cone close to any one of the 19'.2 F.E.M. expense levels one may 
choose. If, moreover, any one of the severe' variations of computed baggage 
costs is added in, the knovn 1972 totd is not attained. 

Furthermore, for any one type of cargr which may be selected, the 
variation of expenso levd as the Bureau technique changes is unreasonable. 
Express, for example, is costed out at $22.5 rilllon by the Docket 22387 
technique, at $31.4 million by the Docket 23^ '>0-1 technique and now in this 
proceeding at only $14.4 million. Each cannot be valid. Yet each is founded 
on the seme Bureau concept of dlocatlon, dci .lty and priority (now "service") 
weighting of revenue ton miice. 

Hie above nonsense comes about in lore2 part because the Bureau, on 
wltoso ccxnpu tot ions so much Board reliance is normally placed, changes Its 
"weighting factors" case to case, nnpnrently unmindful of the implications.' 
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Each of it* technique* seeningly is the "valid" one for the specific case 
tooinG heard and almost any dloagroccent by other portico io either summarily 
bruehed aside or ignored. But in the next round of the shell cyme the peas 
are differently podded with apparently similar assurance that they are prop¬ 
erly positioned. Of course, as I have repeatedly demonstrated in this pro¬ 
ceeding as veil as in Docket 22307/ I am con-, inced that any allocation tech¬ 
nique founded on specious rationalizations and continually changing and sub¬ 
jectively selected "weighting factors" must .lead to the types of conflicting 
results I have demonstrated. 

* The Irrational variations of expense levels "assigned" by tho Bureau 

case to case micht be deemed merely a cause for amusement if the stokes in¬ 
volved for the parties who must suffer the consequences (including the public) 
vere not so high. Millions of dollars are s:lifted vith utter nonchalance 
from one type of cargo to another from case to case. Rates based on the 
alleged expense level for any given type of cargo computed in one case can be 
"proved" unjustified by expense findings in u succeeding case - oe evidenced 
by this case. Allocation concepts unlch per. it this situation should be once 
and for nil rejected. Those odvanced consistently by REA are shavn to produce 
both rational and consistent expense allocations meeting the teat of reason¬ 


ableness. 
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mnnm TRANSCR I R T OF HEARING, EXPRESS SERVICE CASE 
TESTIMONY OF MR. de VOURSNEY, PARTICIPATING AIRLINES 


[*] 


• « « 


BY MU. 


Q Mr. do Voursney, would you turn please in your 
direct testimony, PA-T-3, pages roughly 7, 0 and 9, where you 
speak of the possibility that you might be able to use 
Air Cargo Inc. instead of P.EA, if the agreement between the 
Airlines and REA were terminated? 

A Yes, that is one possibility. 

Q I'd like to ask you a few questions about ACI, 
in order to measure the probability of that possibility. 

What is ACI 1 s basic method of operation? Hew 
does it get the physical ground handling accomplished? 

A It provides gj...M.nu pickup and delivery on behalf 
of the carriers under contract to the carriers through ACI. 
That is, it has --- ACI has individual contracts with indivl(I s.':' 
ground transportation companies, truckers, if you will. 

Q So it leases in effect the trucks and tha vi -Ivors 
and so forth? 

A Well, T. couldn't charaotorissa it that way. It has 
contracts with the yetf.\an carriers* 

Q Surf ,.hn? 

A That's w.u'oct. 


0 In l hat i 'to only i \i by which ACI pr.ovid..-.', 


gtou ..'1 ice r? 


I K n, 


« Va t ‘-hf: ::cip., l method. 

t> nj ;i,.y :il lv.'t mol lv. cl? 
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1 THE WITNESS: Let me finish the answer. 

2 What you are saying, I interpreted your question to 

3 mean, why don't we handle air freight in the same manner that wi 

4 do air express and again, I say that is just not the way the 

5 •i*’ freight business developed. 

6 There have been suggestions that that might be a 

7 better way for this industry to do the air freight job. 

8 I have never heard a suggestion responsibly proffered that it 


9 would be better to do the air express job as we do the air 

10 freight job. 

11 BY MR. MEISER: 

12 ft Referring now to your statement and general testimony 

13 that one cf your goals is to promote the widest possible us of 

14 air service at the smaller points and primarily through the 

15 local service carriers now apart from the REA airline agreement. 

16 Isn't it true that the airlines themselves, 

17 including even local service carriers, provide substitute 
181 surface service in many instances? 

191 ^ Yes, they do provide substitute surface arrangement*, 

20 y «8 • b Y motor truck . 

21 & tod isn't it true that the trunkline carriers in 

22 fact prov ide a substantial amount, referring for example here, 

23 to American in Texas. 


Are you familiar with their Houston-Dallas operations 


No, I am not. 
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TESTIMONEY OF MR. CAMPBELL, PARTICIPATING T2651 

AIRLINES 

« « * 

EXAMINER KEITH: All right. 

BY MR. RYAN: 

ft Could you refer to your Exhibit 304, please? 

A Is that a direct exhibit? 

ft That is correct. 

Is this your exhibit? I should have checked that. 

A Yes, if it is the direct exhibit, that is mine, 
ft All right. 

Now I gather this exhibit purports to tell us how 
much cargo was left behind on certain flights, is that correct? 
A That is correct. 

ft Would you define the term "cargo?" 

' A Freight, mail and express. 

ft And is it possible from this exhibit to determine 
how much of the cargo which was left behind, was, in fact, 
express? 

A No, it is not possible, 

ft Or mail or freight? 

A No, they cannot be broken out. 

ft Is it possible to determine from this exhibit, or 
any other exhibit which you sponsor, how much freight was 
left behind because of priority of mail and express? 


ft Is it possible to determine from this exhibit, or ai 
other exhibit which you sponsor, how much express was left 
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rom5 1 behind because of the priority of mail? 


ft Were any of the flights in this survey 747 flights? 
A. I did not make that check. 

ft The answer is, therefore, that you do not know? 

A. That is correct. 

fit Is it possible to determine from this exhibit, how 
much of the "cargo" which was left behind was due to 
weather reasons? 

A. You mean because the flight itself was cancelled? 


Or intermediate points were not served because of 


weather. 


/ 


24 
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ft Is it possible to tell from this exhibit how much 
cargo was unloaded or — I am sorry, was left behind because 
of excess demand on secondary sectors of the flight, that is, 
a flight, for example, Akron-Canton, and traffic was left behij 
at Akron, which could havemoved to Canton, but could not have 
moved to its ultimate destination on that flight to a point 
beyond Canton? 


point. 


MR. BERNHARD: Mr. Ryan, Akron-Canton is a single 


MR. RYAN: I am sorry. 

BY MR. RYAN: 

Let us take Akron-Canton to point X and the 
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TESTIMONY . OF MRiii EICHNER, PARTICIPATING ARILINE5 ^ 35l] 

• 4 

• » • 

( 1 

ft PA-121, please, page 1. 

2 

Perhaps you could just talk me down through this 

3 

exhibit, describing how you made your calculations here. 

4 

A Well, we took the survey which is reproduced as 

5 

part of the information request, and we had 651,000 — 652,000 

6 

pieces of express, and we translated that into shipments, at 

7 

1.44 pieces per shipment to get 670,000 pieces of shipments 

8 

handled by REA. 

9 

And then we translated the 651,000 pieces that 

10 

were in the survey in the top two lines into a number of 

11 

shipments in the third set of lines, so we have 453,000 

12 

shipments in the survey. 

13 

Then we had a problem of saying how many of these 

14 

shipments were actually originating and terminating because 

15 

of the problem you just mentioned before, between the way 

16 

the airlines report and the CAB would handle the shipments 

17 

and what originating shipments this amounts to. 

18 

The airlines handle every air express shipment 

19 

about 1.6 times. It is a very heavy transferred traffic. 

20 

In our survey, an originating shipment on air express would 

21 

actually show up as 1.6 shipments. 

22 

So we took the reciprocal of that, .64, and we had. 


I 

in our survey, we had a total universe of 144,893 originating 

24 

shipments and 144,824 terminating shipments. 

Fadaial Repoiteo, Inc. H 


25 | 

Then we went to the survey and we said, how many 

~ * 
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shipments did the airlines receive from customers at small 
airports, primarily, and this was 7,135, or 4.92 percent 
of the total shipments that were in the survey, and the same 
thing on how many shipments did the airlines deliver to the 
consignee directly at a small airport as distinsuished from 
turning over to REA for delivery. 

This came to 3.12 percent. The total was 11,652 
shipments were handled from either the consignor or to the 
consignee. 

ft What about the bottom line? 

A. That is the sum of the 7,000 and 4,000, 11,000 
is 8 percent of 145,000. 

ft If you arrive at your percentage figure for 
shipments received by the airlines by applying the 7135 to the 
144,8*^3 ~ in other words, matching originations with 

originating shipments handled by the airlines ~ and if you 
arrive at your percentage, 3.12, by taking the proportion of 
the shipments delivered, the 45.16, to the terminating 
shipments in jour survey, the 144,824, I would assume that you 
would arrive at the total, aggregate for the two, by applying 
the 11,652 to:the total of 144,893 and 144,824, which, if my 
pencil is right, is 289,717. Is that correct? 

A. Yes. Yes. 

ft If you do that, isn't the percentage figure that 
you arrive at slightly over 4 percent, rather than slightly 
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[353] 

over 8 percent? 

A. Yea, but you are speaking of something else. You 
are talking there about percentage of originate -ns plus 
terminations, and what I am saying here is that 8 percent of 
all shipments were either handled by the airline from the 
consignor or to the consignee. I assume there are very few 
shipments that go from one small town to another, because we 
know from the traffic patterns that air express goes from 
New York to small towns and from small towns to New York. 

So the chances are that a shipment that was 
OE'iginflted in a small town directly from a consignee did not 
terminate in a small town — I mean, originaged directly from 
a consignor, did not terminate in a small town directly to 
a consignee. These were probably two different shipments and 
the sum total of these is 8 percent of all your shipments were 
either handled by the airline from the consignor or by the 
airline to the consignee. We had the problem of handling 
the monie? or preparing the waybills, getting the signatures, 
everything else that REA does normally. 

ft Well, in order to add your percentage and arrive 
at an 8. something percentage, I take it that would be 
8.04, by the way, not 8.03 — 

A That would be rounding probably there, probably. 

I divided the U,652. 

ft All right. The — in order to add your percentage. 


24 
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* 

t7 

1 

you are, in effect, changing your premise, aren't you? You 


2 

are not asking what was the proportion of shipments that the 


3 

airlines handled at one or the other end, relative to the total 


4 

universe survey, universe of shipments that they could have 


5 

handled at one or the other end, you are simply adding the 


6 

2 percentages together? 


7 

A. I am talking about the percent of the shipments 


8 

and if REA had prepared a rebuttal exhibit which said we had 


9 

289,717 handlings and the airlines only had 4 percent of 


10 

these- double counting the origins and terminations, I 


11 

wouldn't disagreeNrith it, that is a perfectly valid way of 


12 

looking at it and it is a perfectly valid way of looking at 


13 

it. 


14 

EXAMINER KEITII: At this time let's take a 15 


15 

minute recess. 


16 

(Recess.) 

end #5 

17 
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0. Do you know of any instance where anything of this 
magnitude has been done for the forwarders? 

A. Mot of this magnitude, but there have been instances 
in the pa3t where the airlines have extended credit to freight 
forwarders, certainly, and beyond the normal terms. 

Q. In your rebuttal testimony, I think it is on page 
three, you refer in the last sentence of the first paragraph 
on that page to eliminating certain competition. 

A. I am sorry, I must be on the wrong page. 

(X Pago three of HT-2. 

A. Which paragraph? First paragraph? 

0. Yes, the ifrst paragraph, la3t sentence. 

A. Okay. 

Q. You refer to the elimination of certain competition. 
Would you clarify for us what competition it is you are 
referring to at that point? 

A. I am referring to competition between air express 
and the air freight forwarders. 

(X Could you be a little more precise? Where in your 
view does this competition exist? Let me be more specific. 

Is it. in the major markets only? 

A. Not entirely in major markets only, particularly 


24 

-Fcdeial Repoitou, Inc. 
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since the forwarders have gotten this extended surface 
authority and are going further and further into the hinter¬ 
land, but it is primarily in major markets because this is 
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sw-5 1 


EXAMINER KEITH: Hoad it back, please. 


2 (The reporter read the record as requested.) 

3 ' BY MR. MEISER: 

4 (X I do not think you really answered the question. I 

5 certainly do not want to get into air freight investigations. 

A " What I want to do is find out what it is about air 

express that allows you to engage in these activities and 
this method of operations, which in turn, presumably, in your 
line of reasoning, lowers your costs so substantially for air 
10 express that you can then charge in your view less for an 
IV air express shipment, a small air express shipment, than • 

12 you need to charge for an air freight shipment. 

1? All I am asking for is the difference between those 

14 two types of traffic that justify . a difference in your costs 

\ 

15 and ultimately in what you have to charge? 

16 A Well, in the first place, there are some economics 
of scale in this businees, in the accounting and documentation 

18 and handling side. UP’scertainly has lower cost's than a 
191 snail air freight forwared with two or three offices. That is 
20 as f ar as UP costs are concerned. Their costs of accounting 
21| P er shipment are lower. Their costs of buying insuracne are 
22| lower. The cost of handling the shipment through a terminal 
23A goes down, generally speaking, with the volume that you are 
24| handling, if you have a relatively efficient operation. 


-Fedeial Repot tan, Inc. 
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Now, a large part of air express costs are pickup 
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sw-6 

and delivery costs. That 23 shipments a day in the small 


2 

town that are picked up or delivered that Mr. Mathews was 


3 

cross-examining about, these are air express shipments, and 


4 

it is cheaper to pick them up and deliver them with one truck 


5 

than it would be if there were three or four vehicles handring 


6 

the service at that town. 


7 

Probably, at Rockford, Illinois, there must be five 


8 

different trucks serving Rockford, maybe .ten, every day for 


*? 

air freight. There is probably an 7.CI truck out there for 


10 

Ozark's local contractor, there is probably truckers, over-the- 


U 

road truckers who have agreements with various forwarders and 


12 

they are probably fracturing un the business substantially, 


13 

whereas at least the truck that handles all the air express 


14 

in that town is getting an efficient utilization. 


15 

I think probably the efficient utilization of the 


16 

ground equipment as well as the overall lower administrative 


17 

costs with air express are a reason why this is a lower cost 


18 

f 

service on the small shipments than air freight is. 


E 7 19 

, 


20 



21 



22 



0 

• 



24 

Ftdaial Reported, Inc. 

25 


fa 








ODD-2 


1792(a) 


• « « 


[372 ] 


1 | each of the airlines participating? 

2 THE WITNESS: That is correct. 

^ EXAMINER KEITH: And 12866 is not the agreement 

4 between the airlines and REA? 


6 1 confusion. 


THE WITNESS: No, that is 17 -- I think there is 


MR. MEISER: My question to Mr. Eichner is limited 


® solely and exclusively to the agreement among the airlines, 

9 'and translated into — 

10 EXAMINER KEITH: Your question, Mr. Meiser, as I 

11 understand it, is why is it that the airlines could not have an 

12 agreement such as 12866 which would be applicable to the 

13 freight forwarders? 

* 

14 MR * MEISER: That's right. More specifically, the 

15 costs and hence the price that must be charged — 

^ EXAMINER KEITH: You are suggesting the same terms 

17 that there would be a tariff — 

MR. MEISER: That is basically my question. If the 

19 airlines can do this for air express and this is so efficient 

20 that they can afford to charge only $2.40 for the minimum ship- 

21 jment, why can't they do it for any other class of small shipment 

22 | cargo traffic? 

23 1 EXAMINER KEITH: Are you suggesting under the same 

24 conditions, though, that — in other words, it be the airline 

-Fadatal Rcponeu, Inc. 

25 tariff and there not be a tafiff by the freight forwarders? 
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Because it seems to me that there is a distinction. 

MR. MEISERs Now you are getting over into, I believe 
the other agreement and I don't think Mr. Eichner is addressing 
himself here to that at all. All he is talking about here is 
something that the airlines can do — 

THE WITNESS: I think you have to think of how this 
would be implemented, an agreement between — 

BY MR. MEISER: 

Q All right, let me give the assumptions, and that i3 
that the forwarders would — or anybody else, perhaps a shipper, 

I 

a private shipper, would bring his own traffic in at one end 
and pick it up and arrange to have it picked up at the other end 
why shouldn't he have -- what i3 different about his traffic 
that requires a charge of a minimum air freight charge, 

$10, versus a charge of $2.40 for air express? There is not 
just the forwarder situation, it is air freight in general. 

MR. BERNHARD: Mr. Examiner, there is no charge of 
$2.40. That is a misstatement. That is the airline's share of 
the revenue. I think Mr. Meiser ought to correct his question. 

MR. MEISER: I don't want to do that because in the 
rate case — 

EXAMINER KEITH: What I am having some difficulty 
with is that we have REA on the one hand saying they need the 
flexibility of the freight forwarders, they need to have their 
own tariff. Now, I just want to relate these things so that 

1 - -■- 


24 
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you compare them, and it seems to me the agreement that you refei 

2 

to here, 12866, is an agreement between the airlines themselves 

3 • i 

to hire or utilize the services of REA. But that REA would j 

4 operated under the tariff that the airlines themselves would j 

5 file and not REA. j 

Now, I am wondering, if you say, We11,could the | 

7 freight forwarders be treated the same, the same way on rates anl 

all, if it would not require the same inflexibility that REA i 

9 ! 

contends that they are up against? ! 

10 * i 

MR. MEISER: X think I have two comments on that. i 
One, in the rate case, the Bold is considering the divisions or 

12 the lawfulness of the divisions as if the airline division was 

13 the price to be charged REA for the airline service and, on the 

1 4 otlier hand, the REA division is the price to be charged the ■ 

15 public for their ground services, or — in other words, we are 

16 talking about two separate and distinct charges, here. I am j 

17 focusing for the present only on the airline charge for its j 

18 service, IET airline division, if you want to call it that, undcL 

19 the present arrangement — 

^ EXAMINER KEITH: What you are asking,is why couldn't 

21 the airlines do what they do under 12866, apply to the freight j 

22 forwarders,only allow the freight forwarders to continue filing 

23 their present tariff, but only at a lower rate, that rate which 

24 would produce the same yield to the freight forwar<4ers that it 

Inc. 

25 does to REA? 
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> 

HR. M-JISER: Conceivably I think that would be a v »*r\ 

I 

i 

2 

logical conclusion. 


3 

EXAMINER aCITII : Can you answer the question/ 


4 

Mr. Eichner? 


5 

IdE WITNESS: I'll try. I haven't thought about it. 


6 

because I didn't see this as a proposal of the freight forward¬ 


7 

ers in the case. We considered their proposal of an alternate 


8 

service in the case, and I don’t think that this was proponed 


9 

as such. 


10 

EXAMINER KEITII: I think — isn't it within the 



issues of this case that we continue the present concept, and 


12 

also that of an exclusive arrangement as well as exoandinu the 


13 

concept that would include all the freight forwarders, and I 


14 

assume that we also have the question of whether they should be 


15 

treated uniformly whatever way it goes. I don't know if you car. 


16 

answer Mr. — 

1 


17 

Til* WITNESS: T think if I could restrict my answer 


18 

maybe to the exhibits we have in here, so we don't get off on 


19 

philosophical questions, well, for example, one reason that the 


20 

a ^ r li nes can get a full rate of return with a division on an air 


21 

express minimum shipment, that would bo, say, about 3-1/2, 


22 

which i3 what we have had in our proposed tariff, is the fact 


r 23 

that we are according this small shipment service to a single 


24 

location at an airport, under the agreement. 


Fed*ill Pepoiten, Inc. 
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Uow, the minute you start trying to provi 

* ; * 
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service we provide for air express to wore than one location In 
an airport, the cost of providing that non-capacity expense 
J 90 ®* up pretcy sharply. I believe wo have an exhibit in here, 

PA-423, I ara not sure whether I sponsor this or Mr. Campbell 

does. 

MR. Bi.uil: What was that reference? 

TIfn WITNESS: PA-423. 

If you’11 turn to page 2 on 423 — page 1 is just a 
recap of our ground expenses in handling air express, that we 
took out of the rate case - all right, now, on the second pay.,, 
ve took the traffic servicing expense that would vary as you 
increase the number of agencies under the aqreenent. Wo said, 
suppose — Column 1 there is just one location whore you pick up 

U j air exprcfS3 ' like the Present airport express office at o’dare. 
15| .;ow,Column 2 says, okay, suppose there are two airport agents, 

16 | then we 3did ' we estimate that the cost will go up frem $1.47 tc 
,7 | n * 8I> , or r ^ghly 29 percent. Then, suppose we say there are 
,8 jj fchree agents that we have to serve on the ground at a place Ilk 
>9| O'Hare and provide the service that we do here today. Well, 

20Jj according to thin Exhibit, it would go up 57 - it would go up 

21 j to 57 percent of \*hat it costs with just one. 

22 f Now ' these are assuming that, say — take some of 

23,i your clients. Airborne and Airland, were the two additional 


24 agents, so we would have three agents, Airborn, Airland, and 

l 

>)• 

•* 

i 


~P***»*I Inc. |; 

25.REA, all handling air express at the airport. Now, this assume; 
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1 

that they arc all on the airport. But suppose they have oCC- 


2 

airport locations, as most of your clients do have at Chicago, 


3 

and they are anywhere from 4 to 5 miles away from the airport. 

• 

4 

There is no practical way that within the present cost structure 


5 

we can send people around to air freight forwarder offices to 


' 6 

pick up the shipments and take them to the plane. 


• 7 

Okay, this is one reason, I think, under the agree¬ 


8 

ment, that it is not practical to have more than one agent to 


9 

handle the small shipments at a given airport, and why one agent 


10 

at a given airport produces a more economical service than two. 


11 

three, or more agents would produce. 


12 

Now, is that the sort of answer that you had in mind, 


13 

Hr. Meiser? 


14 

BY MR. MEISER: 


15 

Q Well, if wo can stop there for a moment — 


16 

L.vAMlIJER KcITIi: Let's stop there and have lunch and 


17 

cent; oacK at 2:00 o'clock, and you can pick up your next questio 


18 

MR. MEISER: Fine. 


19 

EXAMINER ICEI Til : We will recess until 2:00 o'clock. 


20 

(Whereupon, at 12:30 p.m., the hearing was recessed, 

"ID a :3 
.1 3914 

21 

to reconvene at 2:00 p.m., this same day.) 


22 


> 

23 



24 
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7 9 rap 1 1 

afternoon srx c :io:: 


2 

(3: 31 p.n.) 


3 

EXAMINE?. KEITH: Conn to orrtor. 


4 

All right, Mr. Meiser. 


5 

Whereupon, 


6 

L. J. EICHHER 


7 

resumed the stand and, having been previously duly sworn, v/as 


8 

examined and tentifind further an follows: 


9 

CROSS-EXAMINATION (P.onumod. ) 

. 

10 

BY MR. MEI5ER: 


n 

Q Mr. E.ichnor, v/hat was the exhibit number that we 

• * 

12 

had before us when we rocossed for lunch? 


13 

A I think you wore on ny direct testimony, page 3. 

• 

14 

Q No, the exhibit that showed one agent, two agent, 


15 

throe agent. 


16 

EXAMINER KEITH: Four twenty-three, I believe. 

» 

17 

THE WI'flIESS: Thank you, Mr. Examiner. 


18 

BY I1R. MEISER: 


19 

Q Nov/, to pick up where v/c left off, your answer, to 


20 

summarize it, was phrased in terms of if you had a number of 


21 

agents involved you would have duplicite runner operations and 

1 ■' • 

22 

duplicato pickup points, both on and off the airport, and this. 

• . 

t 

23 

therefore, would increase your cost substantially. I think 


24 

this i3 — 

Ac* j| Reporters. Inc. I 
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7!iiu VMS -/our .in"v«r? 

You . 

In APFA‘3 service proposal, IR-16, one of; the elo- 


24 
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mcnto or that, and I am reading from page 4 of li>-16, wan that 
and this was an invitation which was extended to the air¬ 
lines that the airline air express tariffs as a means of 
minimizing costs and hence rates for the service v/ould contain 
detailed rules concerning the functions to be performed by 
forwarders and other shippers regarding flight close-out times, 
pre-sorting by flight and destination, labeling, and other 
1 documentation and tying together or containerization of pieces 
moving to a common destination. How, I an ashing you to 
consider not the example that you gave in your answer, but an 
airline air express tariff that required — reached by agree¬ 
ment among the airlines which required that the traffic to be 
tendered in air express service, irrespective of who tenders 
it, be at a single focal point, and in a ore-sorted,labeled 
manner, and ash you again, if that v;cro done, what would be the 
difference between that type of traffic tendered, say, by 
multiple agents at a single point and the way air express i 3 
operated now under 128f>6? 

A Okay. First, I believe the question before the lunci 
period was directed to what would be one of the problems in 
having an agreement .similar to 12366 with regard to small air¬ 
freight shipments. And it was answered in that light. Second, 
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v/ith regard to the freight forwarder getting together into •« 
pool, or a pool arrangement of none kind, to pool small freight 
shipments, I v/ould think that if it t/erc possible for the 
freignt forwarders to work out a pooling arrangement of some 
sort to handle snail shipments so that the airlines would bo 
coaling v/ith a single party and could have the economies i:i the 
paper v/ork that comes from dealing v/ith a single party, that 
this might be a way to save some of the losses that the airline: 
appear to be having on small shipments of freight. 

It v/ould certainly — in fact, I do not kiow how 
air express could v/ork as a ground priority service unless you 
do hdva a single point at an airport to go to, so this oart 
of it is part of the anv./or. 

Nov/, how you get to that single point, whether it is 
through a freight forwarder pool or .if it is through an agree¬ 
ment like 12 366 is something else again. I have not seen mi*/ 
j -j concrete proposals in tain case that shows me how it v/ould work, 
jg ?ke second part of the problem v/ould be in the paper 

'/or,.. .1 did not get into that in my answer before because we 

20 v/2ro 3 U: ' fc talking about noncapacity costs, but as you know, 

Mr. leiser, an airfreight forwarding business is like a bank. 

22 pa ople think that a bank's problem is handling money. A bank'3 
© 23 problarn is not handling money; it is handling paper, and a 

24 frci, 7 ht forwarder's problem is not handling shipments and 
epoitets, inc pieces; it is handling paper. Thi 3 is what costs you money in 
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the freight fon/ardinj business. 


2 

l'o\r, the big efficiency — one of the bin efficien¬ 


3 

cies tnat wo have had as airlines with the air express business 


4 

over the years is tnat it has been an efficient way of handling 


5 

paper. And this is one of the things I had in mind before 


6 

v/hen you asked me if REA was efficient. It is a low cost way 


7 

of handling paper. t'a only have one piece of parser and wo onlv 


8 

have one accounting process and on all these interline ship¬ 


9 

ments wo do not have the high cost of the paper work that i 3 


10 

shown in our exhibits, such as 100 and some of the other 


11 

exhibits that v;e have on airfreight. 


12 

how, if you could — you moaning the forwarders - 


13 

could v/ork out a pool arrangement so the airlines were o il-/ 


14 

dealing with one piece of paper, so that there was not a probler 1 


15 

of each airline processing the forwarder's — one forwarder's 


16 

pap.„-r for thi.j part of the naul and another forwarder's paper 


17 

for tnis part of tee haul, and having tc bill the forwarders 


18 

separately, but only sending one bill to one point through one 


19 

ont ty, teen there is no reason why you could not work it out. 

■ 

20 

The problem is tnur. nobody has been able to show 


21 

us a solution which is as efficient as the air express paper 


22 

work solution that we have now. 



Q Well, the airline documentation is a single document 


24 

:e - Federal Reporter*, Inc. 

25 

for an air express shipment even though it moves between one or 

more — two or more airlines? 
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A 

Q 

A 


v'lrroc);. 

couldn't that ho done for any on tenor? 
fell, on a freight shipment that novo:, ovor two 


•^irlinGs there in _ i „ 

- lngl ° docur ^nt. Anarican Airlines ori¬ 
ginates a shipnant in ::aw y or }- thaf* ,•« 

r *‘ that in going to Eugene, Oregon 

and it is transferred to Air West at San rrin • 

at hen Francisco, and it 

moves up there q.-» 

• is a single document in that sense of 

tnt. rord, and tno delivery co'itTir'-nr ,• 

‘ t - Cw ° r 1,1 Eugene vorhs off the 

151000 ° f W ° r * &e Air '*“* accounting department has a 
copy Of that niece Of paper, the American Airlines accounting 

. £ ° !5 ‘ ,rtm0nt h “ a ^ «* «•« of paper. 

12 ! Cair ’ r0r ' as ™™<f it is a prepaid shipment, collects the .one , 

,3 j ^ it# * * Ur %3t » hlU ^ American Airlines; American 

14jj JUrlines ’ends a bill to the shiooor • 

snipper. .American Airlines -ends 

,S | * ° l08rin9 int ° tha ^Tiaghouuc and Air wont note out its 

’*( Mlm0a " n °' " >neraotor bUla '« at Rugone, Oregon, tha 
17 l contractor hills ACI for the oichu? In few York - all these 

,8 S 9001,19 “ WOr,:i " 9 »« • -oeuuont but there are four 

i 


"j ' OCOOntin " d ° PJrtraenta i» this shipment, plus the 


20 i 


j! airlin ^3 cloaringhouso, five. 


21 I 

I 


in an air express shipment making that same trio 

22 j fr °° QUSOn0 ^ »*«, is only o„e 1ccountin , 

23 jj d2 ' ,artraant b he only accounting. Involved by the airlines 
J *- not accounting, it is a ton-mile report at the end of each 


Fed«r*| Reporter | nc jj 

*»} OXprMS «"*•* saying how many ton-miles they 
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had that month; thnv ««'•- tv-ir 

' •'**■ c l - 1r auvanoc paynuintn off th,\t \ K ! 

th * °* ntr<at “ a aCCOUntl “9 wa have. i„ air ox,r M1 , for all. 

Chase small air express shipment, takes caro of the division 
°- rovanuo3 under .Vjroonont 123^6. 

Q All right. How, i understand that is the way it 
operates now, airfreight and air express? ' 

A Sight. 

Q My Question is, just looking at that phase of it, 
the division of revenues as among the airlines, for example, 
why couldn't that he equally done for airfreight? 

A If we were dealing with a oool of airfreight for¬ 
warders, that would he possible, if had a single entity 
r.Ool .'its. if your clients and Priory and Si’Al" and VIS 
sitting around tho room here got together, formed a single 
entity, agreed upon how to divide the revenues among yoursolvt 
so that wo would have a single entity to deal with, and a slug! 
document, there is no reason why it could not be done, hobedy 
has propound that in thin cas-;*. 

c I do not understand why theta has to be an agree¬ 
ment among the parties tendering the traffic, or as you tern 
it, a pool on the other side. All we are focusing on hero — 
now you are getting over into 17935 again, and I would like to 
just focus on 1.-.3CG. which Is the agreement among the airlines. 

nXAMIUEP. KEITH! Mr. Ileisor, as I understand what th 
Witness is saying, that if the freight forwarders as a group 








» 
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vrare abla to come u ;j with something that would provide? -? .inyU 
agency to do the same thing that REA is doing, then he would — 
it would oo feasible, but he am not seen a proposal of that 
type. 

HR. MEISER: i am trying to -- 

EXAMINER KEITH: I infer from that that what ha in 

7 aa/ing is taat were it any other way,that the carriers would 

8 have to deal individually with each freight forwarder, it would 

9 involve a great deal more paper work which in more expensive. 

^ •‘ 1 ** MEISER: One element of the air express arrange— 

H ment now is, as you indicated, one accounting function which is 

12 based on a formula and on ton-mile reports, as I understand it; 

13 is that right? 

i 

'" T I wJ\ilIIJER KEITH; As I understand, ho exolainod how a 

15 snipnent would go to this point on the Pacific coast, and if it 

16 -went via some other means other than air express, it would 

17 involve a number of accounting jobs, and I assume this is what 

18 he is saying would happen in case of the freight forwarders doi: 

19 it. In the case of REA there i3 just one single thing, REA 

20 does all the work, and this is where it is simpler for the 

21 airlines to do it the way they are doing it. 

22 MR. MEISER: I submit that — 

23 THE WITNESS: And cheaper, I*x. Examiner. 


24 

* 

Fed«i«l Reporters, Inc. II 
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EXAMINER KEITH: I just want you all to have a 
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[ 385 ] 

BY MR. MSISEKs 

Q No;/, as far as the airlines are concerned, isn't 

the reason in the case of air express that there is a single 
accounting function, that there is an agreement that there can 
be a single accounting function as between the airlines? 

A Yes. 

Q Way couldn't tiiere be the same type of an agreement 
with respect to handling airfreight, instead of doing it on 
the basis of two iocal tariffs which generate the additional 

<e 

paperwork that you have talked aLout, why couldn't there he an 
agreement similar to the air express agreement for dividing the 
revenues up between the airlines for airfreight? 

A Well, theoretically, I don't see any reason why 
there couldn't be such an agreement, but i don't t link the 
airlines would be the ones to propose — i don't think it is 
the responsibility of the airlines or possibility that the 
airlines collectively, I will say to the forwarder, ail of your 

should merge into a single organization for handling small 
shipments. 

You should adopt a single tariff for handling small 
shipments; you should adopt a single accounting identity for 
small shipments, or to take another alternative, we don't think 
that all of you freight forwarders should get together and 
lot REA handle your accounting for small freight shipments. 

Tnat would be a possibility. I don't think this is 
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] the aii lines job. I t hink if the freight forwarders want: to 

2 get together and come to the airlines and say/ look/ we've 

3 put together an organization that can handle small freight 

4 shipments as cheaply as air express can, as railway express 


can, will you do business with us, that is a different question 


entirely out notning like that has been proposed in this case. 


Let's go back then for a moment to the multiple 


agent concept. In your earlier answer, you indicated one of 


the problems was tnat the airlines would have to be running 


all over, both on the airport, off the airport, pickiny up 


multiple agents. 


This.would increase your cost. Isn't it a fact 


i 

j that in IR-16, and in the very language I road to you, that 


the forwarders have proposed eliminating that runner function 


entirely, and if tnat is the case, what is the reason why you 


cannot require that airfreight be tendered to you in the same 


form as air express is today. 


And, in fact, you would be better off, because the 


runner function had been eliminated. And by tendered, I mean 


at one point in the form which you want. 


The forwarders did propose tnat tiie runner function 


be eliminated in the handling of air express shipments. Now, 


the shipments still have to get to the airplanes, eliminating 


24 

F«d«ral Repouei*, Inc. 
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the runners by the airlines doesn't eliminate the necessity 


of getting the shipments from the air express office or the 
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centralized Airfrexght Forwarder;; Association pool office Lo 
the airplanes. I 

What the forwarders proposed was that each forwarder 
should bring this expedited traffic to plane side, on the 
operating area of the airport, and in my rebuttal testimony, 
page " 0 , I discussed at some length how this might v/urk, becaus 
we were trying to figure out if it would be a workable 
solution to the problem of us having runners. 

And as we read the AFFA exhibit, IR-16 ana AFFA-'JOO, 
which outlined the way the Freight Forwarders Association 
proposed to operate air express, 900 didn't include a pool 
truck, it included each freight forwarder 1 s sending cut this 
high expedited traffic, directly to the plane siue. 

And wo saw a large number of different trucks whicu 
did not belong to the airlines or to the port authority coming 
out on the apron and we saw sorting taking place right in tae 
bellies of the pianos; wo saw security problems, and we foresaw 
a great many difficulties with it. We didn't foresee a workable 
solution. 

Q Mr. Eichner, would you draw your attention to page 4 
of IR-16, paragraphed numbered "1," and answer for me whether 
the forwarder proposal contemplates solely a tendering of 
traffic at plane side or is there something more in there? 

A Paragraph 1 reads, "The service would be based on 
individually published airline 'air express' tariffs subject 
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to usual Board review ovailablc to forwarders and individual 
s ^fppors, for delivery of the shipment by the forwarder/ or 
the shipper plane side or to the airline specified terminal." 

All right/ now in PA-RT, page 20, I have dealt with 
the plane side problem. 

Q Would you now deal — 

A I also dealt with the shipper deliverying to the 
gate of the airline which was an alternate suggestion which yo 
had in AFFA-900, do you recall that? 

Q Well/ it is hero, also. 

A Okay. It is also in this exhibit. And I talked 
about the difficulty that you have with that, with the shipper 
bringing shipments to the gates where the passenger planes 
are lined up. 

Now, this is the third one, the airline specified 
terminal. But if you deliver it to an airline specified 
terminal, then you do not have a savings in runners, which is 
one of the savings that you postulated in AFFA-900, because 
19 then the airlines still have to run it from the airlines' 

2 q specified terminal where all the forwarders bring it to the 
91 plane site, just as we do right now, .* o the argument of the 

( 

22 forwarders that you save on runners is eliminated completely. 

£ 22 0 You would not consider a single position for 

24 tendering air express for any flight as being an airline 

rMaitinapoittit,tec. specified terminal? In other words, at some point your runner 


/ 
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has to come back and he has a traffic in the form that he now 
has it; he has to conic back to a gate now, does he not, or an 
apron position? 

A Yes. 

Q Why could you not, by agreement, require that the 
forwarders present that same traffic to you in the same form 
at the gate or at trie baggage counter or at a special area in 
the passenger terminal or wherever, in the parking lot, aim, 
if so, would there be any basis for treating it any differently 
than you now treat air express? 

A Yes, there would be a basis for treating it diffcren 

than you now treat air express. As I understand what you are 
proposing, it is that at the present air express office, to 
take an example, at an airport like O'hare, instead of the air 
express runner from United Air Lines picking up air express 
from the REA person, making it out on an AES—56, making out one 
manifest, he would pick up air express 45 minutes before 
flight time, the O'Hare closeout, from the REA agent, from tne 
Emery agent, from the Airborne agenc, from the NOVO agent, 
from a whole series of agents. 

Is this correct? 

Q No. That is not correct. What is one possibility 
under the forwarder proposal is to have the same baggage train 
parked at a convenient area at the passenger terminal and all 
you do is come up with tariff rules requiring presorting and 








s 



requiring the foi^vardors unci the public in general to puc it 
in the right bin, ready to — ready for your people to drive on 
the ramp in exactly the same form as you now get it from ,{EA, 
and leave it up to the forwarders to work it out to make sure 
they get it in the right bin, and presorted, and properly with 
the right labels on it, whatever you specify in your tariff 
that you need. 


A In short, what you have just outlined nere does not 

sound very practical to me; it doesn't sound very secure to 
me, it doesn't make much sense, and I don't think it has been 
completely thought out, Mr. Meiser, by whoever put this plan 
together. 


You have to give receipts to somebody for shipments. 
There has to be somebody there receipting for it. I can 
see the United Air Lines' man giviny a receipt, to whom? lie 
has a big bin of traffic here, the bin is assembled from limery, 
from UPS, from SPAI’, from Airborne, from UOVO, and ho gives the 
receipt to whom, or isn't the traffic receipted for? Are these 
valuable shipments which are a large portion of our present air 
express traffic, are they to move completely unreceipted? Is 
there to be nobody in charge; is there to be nobody who is 
responsible for seeing that the Chicago shipment is in the New 
York bin and straightening the thing out? 

Is there to be nobody there who actually deals 
with the public and makes out 


a waybill for the public shipper 
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1 who comes to the airport, roughly 40 percent of our traffic 

2 at the present time, and who fills the waybill out, collects 

3 the money, and puts it in the right bin for the public shipper? 

4 «°, sir, I don't think that is a practical suggestio. 

5 Q Well, is it your position, in summary then, — well, 

6 let me conclude with this question, if it were uemonstrated 

7 to be practical to solve those problems that you mentioned anu 

8 to present airfreight to you in the same form that you now got 

9 33 tile runner drives on to the passenger apron, from that 
]0 point on, would you agree with me that there is no basis, from 
,, that point on, in treating air express and airfreight any 

12 differently. 

13 iiR, KEENAN: Mr. Examiner, I don't object to 

,4 hypothetical questions as such, but when the premise of the 
15 hypothesis is clearly contrary to all the evidence in tne 
l^ record, I do object to it. 

17 1 wouldn't be — the answer to a question like that 

18 could not bo anything but misleading. 

1 ? '' lr * Reiser has said, assuming that all of the 

20 difficulties you say exist don't exist and there is not a 
2 , scintilla of evidence that they don't exist, then couldn't you 

22 a hcad and do such and so. 

23 Tho Bo «d couldn't possibly be helped by an answer 


Co that question; it is incompetent. 


•iffpoitm, Inc. 
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Ftdtial Repoiteu, 


EXAMINER KEITH: Well, I don't think it has much 
probative value, but it Mr. Eichner — I am sure he is 
capable of answering your question. 

I don't know what the forwarders will do so far 
as presenting a witness that might comment on Mr. Eichner's 
cr ikicisms of what Mr. Meiser has suggested. 

I assume what Mr. Meiser has suggested is something 
that is in the Freight Forwarders' Exhibits and not something 
that he is just presenting now, because I certainly don't 
intend to allow you to come up with something new right here 
so that we continue this hearing ad infinitum. 

MR. MEISER: Contrary to the contention that 
was made, this proposal — there is a foundation for this 
question in our proposal. 

EXAMINER KEITH: All right, go ahead, if you 
can answer it, Mr. Eichner. 

Do you have the question.in mind? 

THE WITNESS: I h£.ve the question in mind, but 
before I would answer that hypothetical question, I would 
like to make it clear that I have not found such a proposal 
in the Air Freight Forwarders' exhibits, because I found a 
great deal of practical difficulty with the proposals put 
forth in the Air Freiqht Forwarders-Association exhibits, 
from a practical working standpoint, because under their 
proposal, these difficulties were not eliminated. 
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1 

Now, assuming that they could come up with a new 

2 

proposal that would eliminate all of these difficulties. 

3 

then I gathered from what Mr. deVours.iey was saying yesterday. 

4 

the airlines would be glad to examine this new proposal as an 

5 

alternative to an economical solution to the small shipment 

6 

problem, to Air Express. 

7 

BY MR. MEISER: 

8 

Q. And then at that point, we would be back to PA-423, 

9 

page 2, column 1, would we not? 

10 

A Right. And to handle small shipments economically. 

n 

you have to get to PA&423, column 1, you have to have a single 

12 

point at the airport where these small shipments are assembled 

13 

and collected. 

14 

MR. MEISER: Mr. Examiner, I think we have 

15 

reached the point where I have outrun my knowledge and I will 

16 

defer and pick up later, if I may. 

17 

EXAMINER KEITH: All right. 

18 

| 

Mr. Ryan? 

19 

THE WITNESS; Mr. Examiner, could I read into the 

20 

record those numbers that Mr. Meiser asked for before? Would 

, 21 

V 

you want those now? 

22 

EXAMINER KEITH: All right. 


MR. MEISER: Certainly, X would be glad to have 

24 

i 

it. 

Frtcial Repot tort. loc. 
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THE WITNESS: This was in connection with PA-304, 
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1 the airline survey of flights which were fully loaded. 


2 There were 650 flights shown for the seven airlines 

3 who participated in the survey for the single week of March 

4 — in March, 1971. 

5 In the survey forms themselves, there were 589 

6 flights shown, which went out fully loaded as far as space 

7 capacity was involved. 

8 There were 102 entries in the weight limit 

9 column. This is a total of 589 plus 102, of 691. Approximate! 
10 six times as many flights for space limited as for weight 


11 ! limited. 


The 691 total compares with the 650 entries shown 


''ce - Federal Repot ter*, Inc. 
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13 in the exhibits, so 3 ome 41 entries were deemed to be 

14 duplicate entries under those rules of thumb which Mr. 

15 Campbell was talking about. 

16 Examining the forms myself, the most common thing 

17 I saw was a flight which checked under — well, I will give you 

18 an example. 

19 Continental, I believe, in that first entry that 

20 Mr. Ryan referred to, had the flight listed under space limit, 

21 under weight limit, and over under the far right-hand column 

22 instead of putting the flight number down, the station manager 

23 wrote one. It was obvious he had a flight there that was 

24 both space limited and weight limited, it was just one flight, 

256 he was making it clear we understood what it was even though 
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n?4 , tha only way you can have an air service, an economical, small 

2 shipment service to ail these points, is by having a service 

3 similar to what the airlines have under the agreement, 12866, 

4 wherein the shipments are combined (or maximum economy of 

5 handling. 

6 0 Wall, lot us suppose that Delta’s notice of with- 

7 drawal becomes effective five months from now as will happen 

8 unless something intervenes. Is that going to destroy small 

9 package shipments in America? 

10 A Mo ' but Lt is like the old man and his son with 

11 the bundle of sticks, it will weaken the bundle of sticks and 

12 I suppose if two or three or four other airlines withdraw, 

13 then it would destroy it and we would no longer have air express 

14 as we know it. 

15 Q Could we go now to your rebuttal testimony, please. 

\ 

1 6 Would you look at page 3 of that testimony, please, PA-RT-2, 

17 that is, page 3. In your fourth paragraph you say "In air 

18 freight, on the other hand, the airlines perform services, such 

19 as accounting, billing, lot labeling, warehousing, or con- 

20 tainerization, which are not customarily performed by the 

2 1 airlines for Air Express." in the event of an airfreight 


Well, in the event of many airfreight forwarder 









f 
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® np5 , 

the airline freight forwarder, such as warehousing and con- 


2 

tainerization in the event of a bulk shipment that was tcndere< 


3 

to the airline. In the event that the forwarder tenders a 


4 

Type A container, you still have duplicate accounting and 


5 

billing. The forwarder bills the customer, and the airline 


6 

bills the indirect air carrier. 


7 

Q In the next paragraph you 3ay that airfreight i3 


8 

usually transported on all-cargo aircraft, whereas 80 percent 


9 

of it, of air express, is moved on passenger aircraft. Would 


10 

you look at your exhibit PA-126? 


11 

A Yes. 


12 

MR. RYAN: Off the record. 


13 

(Discussion off the record.) 


14 

EXAMINER KEITH: On the record. 


15 

BY MR. RYAN: 


U 

0 

Q Doesn't this exhibit disprove what you have ju3t 


17 

said in this testimony? 


18 

A No, sir. It confirms it. In the right-hand column 


19 

it shows that the percent of revenue ton-miles of airfreight 


20 

via all-cargo was 55.9 percent. 


21 

Q Well, on the left-hand side it shows that only 48 


22 

percent of revenue is from all-cargo service. 



EXAMINER KEITH: I would not spend too much time on 


<, 

this, Mr. Ryan. This is something you can argu on brief. 
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1 

2 


BY MR. MEISER: 

Mr. Eichner, you testified in response to cross- 


3 

examination by Mr. Blum that there were — you had a list in 


4 

front of you, I think — five essentials which you considered 


5 

necessary from the airline standpoint, to an air express 


6 

system? 


7 

A. Excuse me, I had written down the five elements 


8 

that he had postulated in his question so I make sure I got 


9 

his question right. Those wore elements that he was postulatin 

• 

f • 

10 

Q. Do you accept those or not? 


n 

MR. BERMHARD: For what purpose, ?1R. Meiser? 


12 

MR. MEISER: A3 the essential elements to an air 


13 

express system as far as the airlines are concernod? 


14 

THE WITNESS: I think these five are essential to 


15 

a low cost small shipment service, but I do not think these are 


16 

exclusive. There are many others. 


17 

BY MR. MEISER: 


18 

d Let me get at it another way. Assume a forwarder*s 


19 

shipment or — or a situation where a forwarder, as he does 


20 

today in some cases, uses air express service on a counter-to- 


21 

counter basis? 


22 

K Yes. 


) 23 

Q Are all of the requirements that you deem essential 

% 


24 

to an air express system met as far as the airlines are 
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concerned when that traffic comes to you and goes through the 
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p 

Sw-2 1 

system? 


2 

A. Ye3, that i.3 no problem at all. That is 3 imply 


3 

a rate question. 


4 

0 The next question i3, then, the forwarder -- and thi 


5 

is preliminary to my real question — the forwarder in that 


6 

instance pays, does he not, even thouqh he is performinq the 


7 

oickup and delivery, he pays a pickuo and delivery charge. 


8 

even though the shipment is counter-to-counter? 


9 

A. '-o, he pay3 the same rate as any other customer 


10 

who might require pickup and delivery, and pickup and delivery 


11 

costs go into determining the charge that he pay 3 . 


12 

•. •«» 

\ The y are spread over the total number of shipments. 


13 

0- He pay3 the same door-to-door rate that anybody 


14 

else pays? 


15 

A. Right. 


16 

0- My question is, as an expert in air express 


17 

economics, could you recommend that the airlines favorably 


18 

consider an airport-to-airport express rate utilizing REA or 


19 

any other agency whom the airlins might designate to perform 


20 

the 3ame functions which REA now performs in the forwarder 

[ 

21 

shipment that I have specified, and to clarify that further. 


22 

this would be this would therefore exclude any element of 

• 

23 

pickup and delivery or anything else that REA may do beyond wha: 

24 

Sepo<tef», Inc. 

25 

they do now for a forwarder? 

A. Well, there are two parts to the question; Mr. 
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Meiser. First, v/it.i regard -- lct '3 assume that you are 


2 

asking about my opinion on an airport-to-airoort rate, v/ith 


3 

the present setup v/e have nov/, with the REA as the ground 


4 

handling agency. And I would see no inherent reason why the 


5 

air express could not have a tariff which existed of an 


6 

airport-to-airport rate, which is somewhat lower thant the 


7 

prooosed cost oriented tariff we have in the rates case, and 


8 

a door-to-door rate which is somewhat higher, because if we 


9 

are going to spread the pickup and delivery over two-thirds 


10 

of the shipments instead of 100 percent of the shipments, then 


11 

the pickup and delivery tariff will have to be higher than the 


12 

present tariff. 


13 

So, there is no reason you could not have two air 


14 

express tariffs inherently with the present setup. 


15 

Then, the second part of your question, as I 


16 

understand it, REA or any other agent, and I was not sure 


17 

whether you said, "and any other agent or "or any other agent." 


18 

If you have lower costs, if you have — 

• 


19 

0. It wa3"or, "one agent. 


20 

A. Or, one agent, ye 3 . 


21 

& Oen final question,.then, to clarify. This airport- 


22 

to-airport express tariff, and the charge that would 


) 23 1 

contemplate, would be something different, would it not, from 


24 

the minimum charge for an air freight shipment that you 


r*d*r»| Repot ten, Inc. 



25 

referred to earlier? 
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A. Yes, this v;ould be, because this is with a setun 
similar to the present 3etup v/ith a single entity and the 
present single nationwide tariff, and so it could be a lower 
cost tariff than where you are dealing with a multiply entity 
and you have to charge the minimum air freight shipment, 
plus some charge for the reservations service, the special 
reservations service that has to be invented to handle this 
multiple priorities. 

MR. MEISER: That is all I have. Thank you. 

EXAMINER KEITH: Mr. Bernhard, redirect? 

MR. MATHEWS: I have a couple of questions, Mr. 
Examiner. I do not know whether you want me to do them now, 
before redirect? 

EXAMINER KEITH: Yes. If these had be prompted -- 

MR. MATHEWS: By responses to cross-examination 

subsequent to mine. 

EXAMINER KEITII: Go ahead. 

BY MR. MATHEWS: 

ql Mr. Eichner, in your colloquy a few minutes ago witi 
Mr. Blum, you were discussing REA’s consolidation program and 
the closing of some of REA's offices. If you know, is not 
it a fact that even — despite that consolidation program, REA 
still ha 3 many more offices around the country than any freigh 


forwarder? 


Ac*-Fad«f«l Repoiteit, Inc. 


Well, ye 3 , you have the number of officer that are 
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has been sons discussion, considerable discussion in this 


2 

record with respect to those points at which REA air express 


3 

haj not an office at the airport, the question being in such 


4 

cases, the approximate amount of air express that the airlines 


5 

handle directly over the counter. 


6 

The airlines have an exhibit on this, for example. 


7 

that shows that eight percent, or Mr. Eichner said in a 


8 

colloquy with me that one could equally, validly view it as 


9 

four percent,of air express is handled by the airlines 


10 

directly. 


11 

From yovr experience in the business, have you any 


12 

comment on the annroximate amount of air express that i 3 


13 

handled in that fashion? 


14 

A. Well, my exoerience, without making an actual check, 

i 


15 

would indicate that even four percent is high, and I relate 


16 

this to the figures I do know, namely that at our 35 exclusive 


17 

airport cities, there are some 50 percent of the shipments that 


18 

are handled.. At 69 cities, which includes the 35 plus the 


19 

others, where we are represented at the airport, we are now 


20 

up to in excess of 60 percent of our business. 


21 

Relating the total shipment count of eight million 


22 

to four percent, thi3 would indicate that the airlines would 


£ 

have handled 320,000 shipments a year for us over the counter. 


\ 

24 

Knowing that we do have representatives at all of 


- Ftdtui Repoitcit, loe. 

25 

the airport cities, realize that our trucks do go there each 



* 
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1 A. Yes. 

2 ft Are there any other aspects of the priority of 

3 air express that you believe are important? 

4 A Well, I just can't emphasize enough the importance 

V 

5 that priority has played throughout the years, and,even with 

6 the reduction of flights that is occurring today, it will 

7 continue to play. 

8 ft There was some suggestion earlier in this record 

9 that people are very likely to put an airmail stamp on an 

‘ 

10 envelope even though it might be that with the surface 3 tamp, 

11 the letter would still go airmail. In other words, there is 

12 an insurance aspect of putting an airmail stamp on a letter. 

1 3 Is there any analogy in the field of air express? 

14 A We certainly accept it as an insurance policy. 

15 The contract provides for it, the airlines accept it, and in 

16 this light, the public knows it. It is the greatest thing 

17 that we have to define air express, the priority. It is 

18 important. 


20 with you? 


24 

Fafetal Rtuortm, Inc. 

25 


Do you have a copy of the Emery rebuttal exhibits 


A Yes, I do.* 

Would you look at EAF-RT-5, please, the rebuttal 


23 testimony of James J. Doyle 


Yes, sir. 

That testimony, as I assume you know, chronicles 
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1 

Remember that is a joint venture of the airlines and 


2 

REA. They have an obligation and they provide it.~ 


3 

EXAMINER KEITH: In determining your fixed costs. 


4 

then, there is no costs at all for those offices at those points 

f 

5 

THE WITNESS: That is correct. 


6 

There is no rent costs. We have tripper costs, and 


7 

all other costs are still there. 


8 

MR. MATTHEWS: I think Mr. Dravis said, though. 


9 

less the 69, didn't you? 


10 

EXAMINER KEITH: Yes. 


11 

THE WITNESS: That is correct. 


12 

MR. MATTHEWS: In other words, you pay rent at 69, 


13 

but not at the rest of the 500, odd. Is that right? 


14 

THE WITNESS: May I also state that this varies, day 


15 

by day. These leases come up and go down. As of this comple¬ 


16 

tion it was exactly 69 and we have to have a stopping point. 


17 

We lease places every single day, and our leases 


18 

terminate every day. 


19 

EXAMINER KEITH: Mr. Dravis, your counsel just sug¬ 


20 

gested it was 550 less the 69. That 69 you have leased space. 


21 

at the balance you have rent fr»e areas? 


22 

THE V7ITNESS: Right. 


23 

MR. RYAN: Where are you getting this 69 figure? 



241 I focuse on your 37 exclusive air express offices, 37 airpor 

-F*S»tsi Repot ten, Inc. | 

25 and then 38 airport offices — 
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1 EXAMINER KEITH: At the bottom of page 2 of 103, it 

2 says "there are 32 additional airport offices." I add 37 and 
. o 32 and I get 69. 

•* i • . 

4 MR. RYAN: Right. 

5 THE WITNESS: You understand the two/ of course, 

^ are Dulles-National, La Guardia-J.P.K. 

7 MR. RYAN: Yes, sir. 

8 BY MR. RYAN: 

9 Q So that at Akron, for example, you pay youj own rent? 

]Q A Yes* sir, we have a lease. 

11 MR * RYAN: Should I be deferring questions with re- 

i'. to the curtailment of dffices in Wisconsin to another 


witness? 


too. 


MR. MATTHEWS: I would save those for Mr. Kerrigan, 


14 3916 


I MR. RYAN: Should I simply defer questions as to how 

many more offices it may be intended will be closed? 

MR. MATTHEWS: Yes. Although as a general propositio 

» , 

as a matter of company policy, you can address that kind of 
question to Tom Kole? 

MR. RYAN: Yes. 


MM SapwlMs, Uc. 
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BY MR. RYAN: 

Ql Your testimony, please, T-2. 

On page 2 of your testimony, you say REA Air 
Express is organized in such a way that air express shipments 
are picked up and delivered from shipper to consignee, et 
cetera. 

In your experience, what percent of your shipments 
are not picked up, but rather brought in by the customer, and 
are not delivered, but rather picked up by the customer, and 
so on? 

A A recent study that I conducted, indicated that v/e 
have about 21 percent that does not see an REA truck. 

Cl And in the next sentence on that page, you make 

something of the fact that "our air express shipments are' 
not consolidated, and thus are not held for consolidation." 

I believe I could characterize it correctly by 
saying that yesterday, or Friday, another witness for REA 
said he believed that. REA should have the right to consolidate 
express shipments. 

Do you agree that that is a proper goal for PEA? 

MR. MATHE'JS: . I think that the witness also said, ir 
answer to a question on redirect, providing this did not 
significantly delay the service, Mr. Examiner. 

I think counsel said you agreed it was a matter 
of discretion. 
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EXAMINER KEITH: Off the record 


(Discussion off the record.) 


EXAMINER KEITH 


BY MR. RYAN: 


Q On page 5 you say REA places thethipment on the 
cart air-marked for the flight to which the shipment is to be 
transferred. 


Now, is it a fact that there is a cart for each flig 
This is not an aerial cart, in most cases, sir. Thi 


is our own. And yes, we do use mobile trucks; we call them 


Mercury trucks, rental trucks. It is a mobile cart, truck 


as you may wish to describe it. The cart is designated for a 
flight, there is a flagboard placed on the end declaring 
"airline so and so," "Flight so and so," and when the airline 


employee comes in to claim the air 


I want 


it for a certain flight 


he says "there is a cart, take it and 


He may take several carts for several flights on that 


same airline? 


A Not very often, sir. .Only k few times a day this is 
done, such as 5:00 o'clock in the morning 


Basically they pick 
up only one or two flights maximum during the normal workday. 


FMtwl Reporter*, lac, 





1827 (a) 



[674] 


®LEE #7 . 



1 

Qt Now, in your direct examination this morning, you 


cr3916 rcml _ 



2 

commented, I believe, that in the case of a number of shipments 


3 

well, most shipments, or all which are not picked up by the 


4 

consignee, the freight is taken to the air express office and 


5 

I' 

then sorted and then goes off to the consignee thereafter. 


6 

You said also, that where REA does not maintain a 


7 

facility at the airport, that function is done at its town offi 

:e, 

8 

if you will. 


9 

Is that correct? 


10 

A. It is done at the city terminal, or it can be 


11 

performed by the driver doing his paperwork at the airport in 


12 

the airlines office, loading it on the truck and making deliver 

r 

13 

right from there. 


14 

It varies by city. 


15 

Q. Well, now are town offices or city offices, as you 


16 

say, apt to be in the cneter of the city? 


17 

A No, sir. 


13 

Qi Where ere they apt to be? 


19 

K Usually in the industrial park, in any trucking 


20 

terminal area. They are moving. They used to be in railroad 


21 

stations. We are now finding locations more adaptable to 


22 

tractor-trailer operations. 

i 

( 

Q. But they are not necessarily or even often at the 


CM 

i 

airport, I suppose? 


c«-F«d*m Repoiteit, Inc. 
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25 

K No. But we are leading towards this. 


*> 

R 



















!62bU) 


It does two things. Prices for us, and it does 
the Chicago forwarding information. 


It does not do tracing? 

We do very little tracing. We provide forwarding 


information 


We have found that 


A. Okay. Then under a different situation. BAsically 
you are providing forwarding information. 

ft I believe also this morning that you said REA 
performs all of the work on collection claims and so forth, 
which the forwarders do not. 


Did you say that? 


Beg your pardon? 


Yes, sir, for the airlines, that is 


We perform all of the work for the claims. The 
airline is not responsible for this area of work. The forward 
does some. 


19 | Of course, you have to turn around and file a claim 

20 l with the airline then, so they do have an involvement with a 

21 forwarder when a claim is involved, or could have, that they 

22 I don't havewith air express. 


YOu do know that forwarders do collections, do you 


not? 


Collect accounts receivable? 
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1 the group of bills, you will find that happen. 

2 ft Also, if you took some secondary points, you 

3 are liable to run into traffic which is from a secondary point 
to a secondary point, is that correct, sir? 

A Yes, sir. 

ft In your normal experience, based upon air experienc 
with air express, would it not be a fair conclusion that in 
general, traffic moving on air express from one secondary poin 
9 to another secondary point, would take longer from origin to 

10 destination than air express traffic moving from a secondary 

11 point to a major point, or from a major point to a major point 

12 A. That all depends upon the time of day of receipt, 

13 because almost every secondary point has to be reached through 

14 one of the 35 cities. 

15 You could have a direct flight between Charlottesvi 

16 and Lynchburg, okay, on Piedmont. But, if you had a shipment 

17 going north out of Charlottesville, it has to go through 

18 Washington, so in almost every instance of this kind, 

]9 this occurs. That is why the 35 cities havebeen selected. 

20 They control the transfer of the country. 

21 ft Your answer to the question would be yes, it 

22 would normally take longer? 

(& 23 A It could be, depending upon the time of day. 

24 & If I got it at 1, the airplane goes out at 3. Z 

■Fadcial PtfxxMrs, Inc. I 

251 will have it to the major cities at 4 and at tha destination ii 


4 
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a matter of a few hours, 


Qi Assuming traffic received in the same time of day at 
a secondary point and at a major point, would it not be a 
fair conclusion to state that the — where it was going 
to the same destination, that the traffic of origin at the 
secondary point would take longer — 

A. Whatever the flying time is. 

Qt — than would the major traffic? 

A. Depending upon the flying time. 

You would have to add on the flying time, at least. 


Q. You would have to add on also at Charlottesville, 
for example, surface transportation from Charlottesville to 


Washington? 


i Washington, 


No, sir, we fly on Piedmont, Charlottesville- 


Or the air tra-.sit time from Charlottesville — 
Air transit time, that is what t have to add on, 


yes sir. 


2 Q EXAMINER KEITH: Or surface transit time, depending 

2 j if it is some other secondary point? 

I 

22 THE WITNESS: I have those in there. That is why 

^ 23 I am trying to point those out. 

! 

24 i There are those originating shipments that are 

Pultial Repot Kit, tnc. . 

25 destined, that have the surface and air, and if you look at 
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BY MR. HAFFERs 

Q. But there are no shipments in here destined to 
secondary points? 

K No, sir. 

MR. MATHEWS: I think the witness was still in the 
process of completing his prior answer, Mr. Examiner. 

EXAMINER KEITH: I wasn't aware of that. 

THE WITNESS: I was just going to point out 
Chambersburg, Pennsylvania, is off-line. There is a bill there 
going to Indianapolis. It had the truck move, the air move, 
plus the transfer. It went from Chambersburg to Harrisburg 
by truck, Pittsburgh to Indianapolis by plane — here is 
your in transit time. 

BY MR. HAFFER: 

Ql Now, I understand from your direct testimony and 
also from cross examination, briefly, by Mr. Ryan, on these 
delivery receipts, that your elapsed time referred to in your 
summary of your survey included with respect to shipments 
where there was no delivery at destination and where the 
consignee picked up the shipments, that your summary gave as 
the time for delivery one hour following the arrival of the 
flight at the destination airport; is that correct? 

JL Yes, sir. 

& Now, the survey also included, did it not, 


shipments which were not picked up by the air express driver 
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handlings involving air express shipments, is that correct? 

A Yes. 

Q Wera those 35 airport field offices, would they be 
the field offices with respect to which your survey in Exhibit 3 
was conducted? 

A Yes, sir. 

Q Would that show that — does this Exhibit show that 
it is your own estimate, that is, Mr. Cole's estimate, that 38.6 
percent of those shipments received over-the-counter handling? 

A Yes, sir. 

Q Kow would this check with your statement that your 

own figures show that 21 percent of your shipments received 
either pick-up or delivery, either received no pick-up or no 


delivery? ' 


This would reflect exactly 19.3 percent, under 


16 Mr. Cole's study, because this was shipment handlings, meaning 

17 the shipper would be counted at both ends -- sh.' "*ent would b« 

18 counted at both ends. The same shipment may be cc t * ’tf 

19 ! in reports similar to thi3,whereas mine was only a single count. 

20 if 1 would have to double my count — 

21 q Would this 38.61 figure then ..^ate to shipments 

22 received at the 35 airport field offices on both origin and 

23 ; destination? 


« - FeC«<jl Repoiteis, Inc. 

25 


A Yes, sir, Mr. Haffer, I think we have to stop and 
consider what is a shipment. It is a sxngle consignment from 













the priority REA has accorded, both under the shipment 
and in fact, in terms of its air express shipments. 

I assume from your testimony that you regard that 
as an important factor in REA service, is that correct? 

A I do, sir. 

Q Do you also regard it as an important marketing 
factor in selling air express? 

A Yes, it has been. 

Q You feature that frequently in your advertisements 
in the newspapers and other publications, do you not? 

A Every chance I get. 

Q Priority, you say, in terms of what you feature, is 
something that the public has come to distinguish air express 
from other modes of air transportation. 

A People that are familiar with the product by all 

i 

means, they certainly know this. 

Q You have the word priority in the triangle or 
diamond in your ads. 

A In the circle, yes. 

Q You corrected, this morning, at the request of your 
counsel, your Exhibit 201, page 2. 

A Yes, sir. 

Q You added "other" in between "most cases." 

A Yes. 

Q Now, referring you specifically to over-the-counter 
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Q Is that information normally forwarded to the dis¬ 
tinction office in the absense of a request by the shipper for 
information regarding what has happened to the shipment? 

A No, it is not. 


It is kept at the local office where the information 


is compiled? 


A At the terminal preparing the shipment for for¬ 
warding, yes, sir. 

Q Unless and until the shipper seeks some information, 
it is not transmitted to the distinction office, is that correc 
A That is correct. 

Q With regard to the delivery that you referred to at 
all hours, on page 10 of 201, or the footnote, you mention 
emergency shipments, which if the consignee is available, 
will be delivered immediately. Are those the shipments which 
you indicated would be made off hours? 

A Yes, sir. I might tell you that in the city of 
Washington, there is a midnight driver that averages more than 
35 deliveries every night here in the city. 

Q Is that true also of pickup shipments, are these 
emergency shipments? 

A If people have a need for it. 

Q These are done on special request? 

241 A Yes, sir. Not special request, just call me and tel 

Fadaral Rapodau. lac. | 

251 m e that you have a shipment, and it becomes my job then to take 
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purpose of your office consolidation program as being one of 
2 improving the service, is that correct? 


To the public? 


ft Would it be fair to characterize the principle 
involved in consolidation as consolidating the operations into 
a regional type office and running feeder trucks out from the 
hub to server the hinterlands? 


That is correct 


ft And it is your position that this 


can be done with 

12 service at least equal to or superior to situations where 

13 offices are maintained at small communities throughout the area 


16 Then 1 take it you would agree that the fact that an 

17 air freight forwarder would 


operate out of a hub and run 

18 feeder trucks to the hinterlands in no way implies that the 

19 service to the hinterland is inferior to one which maintains 

20 to a service which has offices spread throughout the areas 

21 served? 


much different rate 


Let's leave out the rates.question. 

EXAMINER KEITH: He said it can provide the same 


Ndttjl Reported, Inc, 
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™n3 j Would it be acceptable to you if those rates for 

2 each mileage and each weight bracket were based on the airlines 

3 costs plus a fair return plus taxes a 3 determined by the Civil 
. Aeronautics Board in Docket 22387. 

5 A We have always said that we would expect to pay for 

^ e linehaul cost in relationship to your costs and a reasonable 
7 return. 

g However/ it does not mean that you should price exp 

9 on a fully allocated basis, and airfreight forwarding on an 
10 incremental or byproduct basis. That is where we get hung up. 

I) Q Are you suggesting that not only should the airlines 

J 2 publish an air express tariff for the exclusive benefit of 
13 express company, but should also publish it at rates below 

j 4 their fully allocated costs? 

A If that is what you are doing in airfreight 
J6 forwarding, yes. Why not? 

^ Q I ask the questions, 

jg A Okay, I am sorry. 

j 9 Q If the tariff that the airlines published as an 

2 q exclusive air express tariff was structured in the Way I 
2 j described, based on fully allocated costs, would REA be able 
^ to continue to provide air express service? 

2 3 A At a lot higher rate. And there would be obviously 

diversion. We would have to measure that. You couldn't 

24 

Fedti.i Repoiftis, Inc | answer that just like that, I don't think. 
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Q You don't know whether you would be able to provide 
air express service or not? 

A We would be able to provide the service. I don't 
know whether the market would accept it. I think that is part 
of the problems we have in taking the fully allocated costs 
that you continually say you have to have. 

Q Are you familiar — 

EXAMINER KEITH: Let me ask, are you talking about, 
Mr. Bernhard,.fully allocated costs on the basis of the present 
arrangement or are you talking about what would be your fully 
allocated costs if you were operating just the airline portion, 
handling this in much the same fashion as you handle the busine 
for the freight forwarders? 

MR. BERNHARD: Certainly in Mr. Kole's testimony 
they have not spelled out the precise nature of the tariff. 

BY MR. BERNHARD: 

Q Would you expect the airlines to have all the 
responsibilities and provide all the services under this 
so-called air express tariff for the exclusive benefit of 
REA that they are obligated to perform and undertake under 
their airfreight tariffs? 

A No, we would expect them to operate like they are * 
operating today, where we do everything and they haul it 
between the cities and construct their costs based on that. 

That is what bothers me when you keep talking about a new 
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we will go. 

EXAMINER KEITH: You go ahead. 

MR. BLUM: Fine. 

EXAMINER KEITH: I have no particular order that 
I will follow on cross-examination. 

BY MR. BLUM: 

Q Mr. Kole, first off I would like to get your 

i 

position clear for the record. My understanding is that you 
are requesting in this proceeding to continue some type of 
exclusive arrangement whereby you, REA, would be the only one 
able to render service as an air express carrier. 

In addition to that, you are requesting airfreight 
forwarder authority, is that correct, sir? 

A Yes, sir. 

Q If given the choice, sir, would you wish out of 
this proceeding airfreight forwarder authority or to remain 
an exclusive air express carrier? 

A Under the current conditions. ^ 

Q Yes, sir. 

EXAMINER KEITH: By that, bear in mind that this 
is a tariff investigation, the air express tariff investigation 
I think you have to keep that in mind. 

MR. MATHEWS: I also think counsel's premise might 
be a little clearer, whether you are assuming no change in the 
various provisions of the air express agreements that Mr. Kole 
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and Mr. Bernhard were talking about. 

MR. BLUM: The agreement, everything as is today, 
with the pending hearing, wnich no one knows the result of, 
before the Board on the rate case, and the agreement as it is 
structured today, if given the choice, would REA prefer to 
have airfreight forwarder authority or remain an exclusive - 
express, air express carrier. 

THE WITNESS: I don't mean to get meddlesome, but 
let me ask you, but does this mean we would have the right to 
publish our own tariff and move the freight? 

One counsel is waving yes; the other one is waving 


BY MR. BLUM: 

Q Are you referring to counsel sitting next to me 
or someone else? 


EXAMINER KEITH: He was referring to Mr. Haffer. 

I think in fairness to the witness, Mr. Blum apparently is 
going to have you make some further assumptions so this will 
not be the only one. 

BY MR. BLUM: 

Q Yes. 

in other words, you can structure your answer on ' 
any condition you want. I mean then we'll get into the 


question, 
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A I think that if the air express agreement had the 
changes in it which we have requested, it would be the very 
best way to go. It makes a lot of sense; it is viable; we 
could do the kind of things that I think we both need and the 
nation needs to provide express service. 

Short of those kinds of changes, then I think we 
would be better off as an airfreight forwazder. 

MR. MATHEWS: Excuse me, but just for clarification, 
when you say short of those kinds of changes, do you mean 
without any of those changes? 

THE WITNESS: That is what I'm assuming. 

BY MR. BLUM: 

Q My understanding is, in answer to one of Mr. Bernhard' 
questions, you would not be satisfied, I gather, under the 
present agreement structured as it is today with a decision 
by the CAB on the division of revenues in the rate case? 

In other words, aside from those, whatever the Board's 
decision in the rate case is, you would still — REA, that is, 
would still want some changes in the agreement, isn't that 
correct? 

A That's right. 

Q My understanding with your answer, sir, is that 
also, one of the main considerations you would want is the 
ability to have pricing flexibility under the agreement, you 


F«wtai Repot wk, ine. | set your own rates? 
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A Yes. 

Q You referred to, before, a pending case before the 
ICC, or actually a case that was just denied by the ICC. Do 
you know or could you tell us very briefly the reason for the 
denial of this case by the ICC? 

EXAMINER KEITH: Is that a published decision? 

THE WITNESS: Yes, sir. 

EXAMINER KEITH: I think we can probe into that, 

then. 

MR. BLUM: Counsel did indicate — maybe counsel 
can answer this — that REA does plan to refile for this 
authority? 

MR. MATHEWS: It is my understanding. 

BY MR. BLUM: 

Q Mr. deVoursney in his testimony concerning gifts — 

EXAMINER KEITH: I wonder, though, if we could get 
from counsel, the number of that ICC case, and when it was 
decided. 

MR. MATHEWS: We can supply that, Mr. Examiner. 

I don't have it. Mr. Wolfe will supply it. 

BY MR. BLUM: 

Q Mr. deVoursney in his testimony earlier concerning 
gifts and loans of money to REA commented that REA recently 
requested another grant or loan of money from ths airlines, 
and it was turned down, is that correct, sir? 
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be part of the costs of handling operations, which I don't 
think we are today. 

Q Would you explain that last statement? 

A One of the current problem when we talk about 
price flexibility, marketing flexibility, when you get into 
an area like this, you really don't have the opportunity to 
relate it to that specific operation and all of its costs. 

It is not as though you would just take it on 
your own, costit out, look at what it is, and then go in for 
a rate in relationship to that. One of the additional 
problems we happen to have in my opinion that those rates 
were so darn low that we are fighting an uphill battle to get 
them anywhere near to being reasonable. They were a part of, 
if you'll excuse the expression, an air express pricing pool. 

Q When you talk about seeking the ability to consolida 
and you may have mentioned this in your earlier testimony, 
sir, do you mean by that the ability to consolidate not only 
freight forwarder shipments but express shipments? 

I believe your answer was affirmative. 

A Yes, sir. 

MR. BLUM: No further questions. 

( EXAMINER KEITH: Mr. Meiser. 

BY MR. MEISER: 

--- 

Q In your earlier testimony, Mr. Kole, did you say 
that your class one surface traffic was less dense or more 
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BY MR. RYAN: 


2 0 Now, in your direct examination, Mr. Hole, you spoke 

3 about the problems of consolidation, and one of those problems 

4 which you cited was the difficulty in getting union agreement 

5 for closing certain offices, is that correct? 

6 A. Yes, sir. 

7 ft Is there any union agreement required for closing 

8 your branch package offices? 

9 A. I am not sure. 

10 0- You also, I believe, in your direct testimony, said 

11 that it was a requirement within your company that the local 

12 man must review a proposed consolidation. ; ' -• v 

13 Do I take it from your use of that language that he 

14 reviews rather than proposes a given consolidation? 


That is right. It is a regional man, though, not 


16 the local. 
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17 ft Yes. And who proposes a given consolidation? 

18 A. I establish the policy that says we need to 

19 consolidate in order to reduce fixed costs. The Vice President 

' 

20 of Operations, Roger Corgel, gets a report fr <m each of his 

j 

21 regional managers on what stations they can feasibly 

22 consolidate and continue to provide service from. 

23 He ha» asked them to supply him with that informatior 
241 and then they go from there. That is the beginning of it. 


Mr ,, Kole, are your aware that there has been an 
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